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Professional Notes. 


Tue Manchester Conference of Incorporated Ac- 
countants is in progress as we go to press. We 
are publishing this month the President's Address, 
and in our next issue a full report of the proceedings 


at the Conference will be given. 


In another column will be found the Syllabus of 
the Incorporated Accountants’ Students’ Society of 
London for the forthcoming Autumn Session. The 
subjects are of the usual varied and useful character, 
and include a lecture on ‘‘ The Accountant and the 
Investor,” by Mr. E. D. Kissan, the Financial 
Editor of the Daily Mail. The session opens on 
October 11th, on which date the President, Mr. 
W. Norman Bubb, F.S.A.A., invites the members to 
a social gathering before the commencement of the 


business proceedings. 


‘| gubject to valuation of investments.” 


Those of our readers who are in public practice 
should not forget to advise their clients respecting 
their right, under sect. 29 (8) of the Finance Act, 
1926, to continue to be assessed for income tax on the 
three years average for the years 1927-28 and 1928-29. 
The continuation cannot be claimed for one year 
only, but must be made for the two years. It is 
necessary to show that the profits for either 1924 or 
1925 were less than the average profits for the six 
years preceding 1924. If this cannot be done, then 
no claim arises. The claim must be sent to the 
Inspector of Taxes by the 5th of the current month, 
and therefore there is no time to be lost. Taxpayers 
who balance their accounts between April and 
September have a slight advantage over those who 
balance between October and March, as the former 
do not require to estimate any of their figures. 


Note should also be taken of sect. 27 of the 
Finance Act, 1927, which provides for setting 
off against any profits falling under Case VI of 
Schedule D (i.e., profits not assessed under any 
other Case) the amount of any loss sustained on any 
transaction coming under the same Case, whether 
such transaction is similar to that from which the 
profits have been derived or not, and if the losses 
exceed the profits the balance of loss may be carried 
forward against any profits from Case VI transactions 
during the next six years. It will be observed that 
this provision applies to a loss sustained in the year 
ending April 5th, 1927. 

Trustees in bankruptcy should not overlook sect. 9 
of the Moneylenders Act, 1927 (the text of which 
will be found in another column), which provides 
that, for the purpose of a bankruptcy petition, voting 
at meetings, dividends, and other matters, interest 
shall be calculated at a rate not exceeding 5 per cent. 
per annum, with a reservation that any higher rate 
of interest may be recovered after the debts proved 
in the estate have been paid in full. The section 
also specifies the details which a moneylender must 
supply in relation to his proof. Reference should 
also be made to sects. 7 and 8 of the same Act, which 


| have some bearing on the matter. The Moneylenders 


Act comes into force on January Ist, 1928. 


Some discussion has taken place in the public 
Press in relation to qualifications contained in 
auditors’ reports, especially with regard to the value 
of investments. The point arose in the first instance 
in connection with an auditor's report on the 
balance-sheet of a trust company in which the only 
qualification to the usual form was the words 

A trust 
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investment company is in a somewhat different 
position from a trading company, because its 
investments are in effect its stock-in-trade—in other 
words, while a trading company deals in goods an 
investment company deals in stocks and shares. 
From the auditor's point of view a trust company’s 
investments must therefore be regarded as something 
which directly affects the profits of the year, and 
should be dealt with accordingly. With a trading 
concern the position is different. The investments 
in such a case are in the nature of capital assets 
representing surplus funds or interests acquired for 
the purpose of enhancing the business connection, 
and in the absence of a market quotation it is 
difficult to say whether the values at which they 
stand are excessive or not. 


——e 


In this connection, the Companies Bill as amended 
by the House of Lords provides that the balance- 
sheet of a company shall contain such particulars as 
are necessary to disclose the general nature of the 
assets and how the values of the fixed assets have 
been arrived at. This appears to us to meet a great 
deal of criticism which has been put forward, and is 
probably the most that can be done with safety. 
It is not for an auditor to place a value upon assets 
of this character in the absence of a market quotation, 
and if the shareholders are informed how the values in 
the balance-sheet have been arrived at, they are placed 
in a position to judge the situation for themselves. 


An interesting point in relation to deeds of 
arrangement was decided in the case of Farey v. 
Cooper and Others. The debtors, who were three 
brothers, covenanted in the deed that they would 
“aid to the utmost of their power the realisation of 
the property and the distribution of the proceeds 
thereof among the creditors.” It was held by 
the Court that notwithstanding this undertaking 
the debtors were justified in law in soliciting the 
customers of the business for their own benefit 
and that of a competing business with which they 
had associated themselves, and could not be 
restrained from doing so. To be effective it is 
therefore necessary that the deed should contain 
a definite restriction against competition. 


In relation to certain classes of property it is usual 
for leases to contain a covenant stipulating that the 
premises shall not be used for carrying on a trade or 
business. Unfortunately, the meaning to be attached 
to the words ‘trade or business’ has frequently 
come into question, and it appears that “ business” 
is regarded in law as a much wider term than 
“trade.” In the case of Rolls v. Miller there was a 


covenant that the lessee should not carry on any 
trade or business of any description whatsoever, and 
the Court of Appeal held that a charitable institution 
where the inmates were provided with board and 
lodging, whether any payment was taken or not, 
was a business and came within the restriction of 
the covenant. It was pointed out by the Court that 
it was not essential that there should be payment in 
order to constitute a business, and, further, that 
payment did not necessarily make any undertaking a 
business which, without payment, would not be 
a business. 


In connection with the conversion of maturing 
securities into 84 per cent. Conversion Loan it has 
been pointed out that the larger the amount of 
the conversion the less will be the value of the 
sinking fund, and it is suggested that either the total 
of this loan should be restricted to £1,000,000,000 
or that an announcement should be made by the 
Treasury that no future issue will be made at a 
price below 90 per cent. This would undoubtedly 
add to the popularity of the investment and possibly 
also to an appreciation in the value of Government 
stocks generally. In any event, the opinion in the 
best financial circles appears to be that no future 
issue of the 84 per cent. Conversion Loan will be 
made on terms as favourable as those now offered. 


Speaking at a luncheon at the Mansion House in 
connection with the London Court of Arbitration the 
Lord Mayor of London said that the appointment, 
not by the parties themselves but by an impartial 
tribunal like the London Court of Arbitration, of a 
single arbitrator offered the same security as the 
usual procedure of appointing two arbitrators and 
an umpire, with the added advantage that the person 
appointed would be specially qualified to deal with 
ihe particular matter in dispute. In the ordinary 
course the two arbitrators acted only as advocates 
and the umpire ultimately decided the issue. 
An independent nomination by a recognised neutral 
body also gave confidence to foreigners in agreeing to 
the settlement of disputes by this form of procedure. 


The Annual Report of the Ministry of Health 
contains some interesting reading. For instance, 
in regard to Poor Law relief, it is pointed out that 
since 1914 the total amount of relief has risen nearly 
850 per cent., but that outdoor-relief has risen by 
over 1,000 per cent. The figures of out-relief show 
that the number of persons receiving relief in 1914 
was 388,000, and the number in 1927 was 1,722,000, 
the corresponding cost being 2} million pounds in 1914 
and 232 million pounds in 1927. The expenditure 
on all forms of Poor Law relief in 1914 was 16 million 
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pounds, and 49 million pounds in 1927. These are 
striking figures, and give food for serious thought. 


Sir Arthur Woodgate, the chairman of the 
Commissioners appointed by the Ministry of Health 
to supersede the West Ham Guardians, has stated in 
an interview that the Commissioners are budgeting 
for an amount in which the figures for out-relief will 
be £247,000, against £749,000 for the last six months 
of the old administration. This will result in a 
further reduction of 4d. per £ in the Poor Rate, 
which, with the reductions made in the two previous 
half years, will make a total reduction of 8d. in the £. 
It is evident, therefore, that the Commissioners have 
amply justified their appointment. 

A good deal has been made of a comparison of 
the imports and exports for the month of August 
with those of the corresponding month of last year, 
but when the figures are carefully examined there 
does not seem to be much room for congratulation. 
August, 1926, was one of the months of the 
coal strike, and hence there is more value in a 
comparison with August of 1925, when the imports 
and exports were both higher than this year and 
the re-exports were more than 50 per cent. in excess. 
The visible adverse balance of trade for the eight 


months of the current year is still £11,000,000 worse 
than the corresponding period in 1925, although it 
is £16,000,000 better than last year. It is evident, 
therefore, that there is a good deal of leeway to be 
made up before the loss of trade caused by the 
strike is recovered. 


Mr. C. J. Hamilton, joint secretary of the 
Industrial Co-partnership Association, in a paper 
read before the British Association, said that the 
remuneration of workers by wages alone tended to 
breed a sense of inferiority of status which led 
to discontent and stunted general efficiency. On the 
other hand, profit-sharing and co-partnership were 
characterised by an absence of any standardised 
practice and by an excessive paternalism. The 
question was whether profit-sharing was something in 
the nature of a fad or whether it should be recognised 
as a form of capitalist organisation which no leader of 
industry could afford to disregard. In commenting 
on the speech, Dr. J. A. Bowie, of the Manchester 
College of Technology, said it was dangerous to 
hand over to labour ordinary shares in a business 
without labour having to sacrifice a penny in 
acquiring them. If men acquired ordinary shares 
as dole-getters they did not learn the elementary 
lesson of capital-holding. In Great Britain it had 
proved a bad bargain. Of 181 cash profit-sharing 
schemes in existence in 1911, only 26 survived 


until 1925. The right way, he thought, to deal 
with the matter was that now adopted all over the 
United States, viz., to encourage the employees to 
purchase shares with their own money. If workers 
were to acquire a measure of control, they should 
do so in the same way that it had been acquired 
from the beginning of time—by acquiring part 
ownership of the business. 


Legacies to Executors. 


A Leeacy to a person in the character of executor 
is generally a conditional legacy, and considered to 
be given upon the presumption that he will clothe 
himself with the character of an executor, and 
to imply that if the legatee will not take up the 
burden of executorship he shall not take the 
benefit of the gift. The general rule appears to be 
that where a general or specific legacy is given to an 
executor, he must prove the will in order to entitle 
himself to such legacy. The presumption is that a 
legacy to a person appointed executor is given to 
him in that character, and it is on him to show 
something in the nature of other circumstances 
arising on the will to repel that presumption. Parol 
evidence is apparently admissible to rebut this as 
well as any other presumption. (In re Appleton 
(1885, 29 Ch.D., 893.) 

In Slaney v. Wainey (1866, L.R., 2 Eq., 418) 
there was a devise of real estate “to my friends” 
A, B and C on certain terms; a bequest of a sum 
of stock to A, B and C, “my executors hereinafter 
named,” upon trust for M for life, and then to A, 
B and C in equal shares “for their own respective 
absolute use and benefit’’; and a further legacy of 
£200 “ to each of my executors” in acknowledgment 
of trouble in execution of the will. It was held that 
A, who never acted as an executor and trustee, was 
not entitled to share in the bequest of stock. 

If the presumption is rebutted the legatee will be 
entitled to receive the legacy whether he accepts 
the office of executor or not. In re Reeve's Trusts 
(1877, 4 Ch.D., 841), it was held the presumption 
that it was given to him in his character of executor 
was rebutted by the fact of its being payable after 
the death of the tenant-for-life, and that he was 
entitled to the legacy. Where the gift is expressed 
to be in respect of the testator's relationship, or as a 
mark of friendship or respect, the presumption is 
rebutted by the context. 

Tt is not absolutely necessary to prove the will in 
order to entitle a person to a legacy as executor. 
There will be a sufficient assumption of his character 
as executor if the legatee unequivocally shows an 
intention to act, although death prevents him from 
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proving the will. In Lewis v. Mathews (1869, 
L.R., 8 Eq., 277) an executor, to whom a legacy was 
left for his trouble, being in Australia at the death 
of the testator, sent home a power of attorney, under 
which another person administered the estate, and 
under which the rents of the real estate were received. 
The executor having died without proving the will, 
it was held that he had sufficiently shown his 
intention to act under the trusts of the will to entitle 
his representatives to the legacy. 


A request by a testator that a handsome gratuity 
should be given to each of his executors was held, 
in Jubber v. Jubber (1893, 9 Sim., 503), to be void 
for uncertainty. But in Jackson v. Hamilton (1846, 
3 J.& L., 702), the testator devised that his trustees 
should retain in their hands any reasonable sum of 
money which should be sufficient to remunerate them 
for the trouble they should have in carrying the trusts 
of his will into execution, and the Lord Chancellor 
of Ireland held that it was a good bequest of 
such sum as the Master found to be a reasonable 
remuneration. 

Legacies to any person who is designated as 
executor are considered as annexed prima facie to 
the will, and it is necessary to ascertain whether 
any contrary intention appears by the will that 
will repel the presumption. To ascertain whether 
there is any contrary intention that will repel 
such presumption, there are three rules applicable. 
In Griffiths v. Pruen (1840, 11 Sim., 202) it was 
held that if an executor is also the residuary legatee 
he is entitled to the residue, although he does not 
prove the will. In re Reeve (supra) it was held that 
@ reversionary legacy was not a conditional gift. 
The third and most difficult rule of application is 
—whether a legacy given to an executor is in 
truth given in a distinct character, or whether there 
are other circumstances of sufficient weight to 
countervail the presumption. 


In Burgess v. Burgess (1844, 1 Coll., 367) a legacy 
given to executors ‘“‘as a mark of respect’ was held 
to be an unconditional gift, and in Compion v. 
Bloxham (1845, 2 Coll., 201) in which the testator 
constantly described the legatee (his executor) in the 
will as his brother, it was held that the bequests 
made to him were made to him not in his character 
of executor, and that he did not lose the benefit 
of them by not proving and not acting. An aged 
executor, who was incapable by bodily and mental 
infirmity of proving the will, was held in Hanbury 
v. Spooner (5 Beav., 630) not entitled to a legacy 
given by the testator’s will to him as executor. In re 
Hawkins (88 Beav., 570) a legacy was given to an 
executor for his trouble. He was prevented by illness 
from proving the will, and died without having 
done so. It was held that the legacy failed. In 


Harrison v. Rowley (4 Ves., 212) an executor, who 
died before probate, was held entitled to a legacy 
given for his care and loss of time in the execution 
of the trusts of the will, by having concurred with 
the other executors in directions for the funeral, and 
in paying some small sums on that occasion. It is 
doubtful whether an executor is entitled to a legacy 
in that character, who dies at a distance without 
manifesting any intention to accept the trust, or 
without knowing of it. In Brydges v. Wotton (1 Ves. 
and B., 134) a trustee dying nineteen months after 
the testator, without having acted, was held entitled 
to a legacy given as a token of regard and a 
recompense for his trouble, no refusal nor neglect to 
act where necessary appearing. An executor who 
proves the will, but not with an intention of really 
acting in the execution of it, was in Harford v. 
Browning (1 Cox, 302) held not entitled to his 
legacy. 

In re Muffett, Jones € Mason (56 L.J.Ch., 600) it 
was decided that executors should forfeit an annuity 
for collection of rents when they employed a collector 
to do the work. 

From the above cases two useful conclusions may 
be drawn: first, the desirability of making a legacy 
to executors qua executors definitely conditional upon 
their proving the will and accepting the trusts, and 
in some cases of expressing it to be in addition to 
any charges which under the terms of the will can 
be allowed in their accounts: and secondly, that a 
legacy to an executor is not unconditional if it is 
given to him indirectly for his own use and benefit 
without making the common addition, ‘and without 
reference to his office.” 


Landed Estates Companies, 
Gulimited. 


In order to escape what is commonly termed 
unfair taxation, many landed estates have in recent 
years been transferred from their legal owners to 
unlimited companies. It has been stated by a 
writer in the Estate Magazine, a monthly journal 
circulating largely amongst the owners of large 
landed estates, that such transfer to private unlimited 
companies is proceeding rapidly, and that the 
number of such companies is on the increase daily. 
The writer says that some hundreds of owners of 
landed estates, including eight dukes, four marquises, 
twelve earls, and hundreds of other personages, have 
exchanged the status of freeholder (or life tenant) 
for that of a governing director of a private unlimited 
landowning company. 

The plan usually adopted in converting these 


estates is to form an unlimited private company. 
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with the landowner as governing director for life, 
giving him absolute and uncontrolled authority to 
do as he thinks fit without consulting anyone. The 
Articles of Association give the landowner authority 
to appoint and remove directors, and to exercise to 
the exclusion of all other directors all the powers 
vested in the directors generally. He also has 
power to nominate his own deputy, to whom he may 
delegate all his powers. 


The first question to be considered is whether a 
landowner and his successors in title are morally 
justified by legal means to escape taxation? A 
distinction should be drawn between “ escape”’ and 
“evasion,”’ though the terms are often used synony- 
mously. To escape payment of taxation implies 
legality, whereas evasion has apparently reference 
to the case of a person who either has made a 
false return or having been properly assessed takes 
steps to avoid payment of what is a fair and 
legitimate demand made in accordance with the law. 
There is no doubt that, according to the opinion 
held by eminent judges, it is neither immoral nor 
unpatriotic to avoid paying what they ean get 
excused from. In Commissioners of Inland Revenue 
v. Angus (23 Q.B.D., 593) the purchasers of a 
business were satisfied with an agreement instead of 
& conveyance and thus the Crown lost stamp duty. 
It was suggested that this course would be cheating 
the Crown and committing a fraud. But Lord Esher 
said that the Crown must make out its right to 
stamp duty, and if there was a means of evading 
payment so much the better for those who could 
evade it; it was no fraud upon the Crown, it was a 
thing which the parties were perfectly entitled to do. 
In Attorney-General v. Beech (1898) 2 Q.B., 157) 
Lord Justice Chitty said that much had been said 
upon opening the door to evasion, but the whole 
argument on evasion of the Act was fallacious. The 
case either fell within the Act or it did not. If it 
did not, there was no such thing as an evasion. If 
& tax is imposed on using a crest or coat-of-arms 
and a man who had previously used them ceased to 
use them in order to be free from the tax, there was 
no evasion of the Act in any sense of the term 
legitimately used. 

Having disposed of the legality and incidentally 
the morality of this method of escaping taxation, it 
remains to consider the special benefits which have 
been found to accrue to landowners who may 
convert their estates into land-owning by a private 
unlimited company, and what advantages accrue 
to the estates so managed. By transferring his 
estates to a company the landowner avoids an 
unfair incidence of income tax as far as it relates 
to the expenditure of money on improvements and 
maintenance of his estates. At present when a 


landowner expends money either on improvements or 
maintenance, he has to expend it out of income 
which has already been assessed to super tax. But 
if he transfers his estates to a company he can 
expend money on improvements or maintenance, 
or on both, out of gross profits, thus reducing 
the amount available for net profits on which 
super tax is payable. The landowner will draw a 
smaller sum by way of dividend than he would be 
assessed upon under Schedule A, and by this means 
save taxation upon money which has not in fact 
come into his pocket, but which he has been 
expending in necessary improvements or maintenance. 
This puts into effect the principle that income is 
‘‘what a man puts into his private pocket to meet 
his personal needs.” 

Estate ownership by unlimited companies has 
also an advantage in regard to death duties. When 
a company is formed to take over estates and shares 
therein are allocated to persons who will be successors 
in title to the present holder of the estate after his 
death, payment of death duties is avoided as regards 
what he has given away during his lifetime, always 
provided that the gift was effected at least three 
years before his death, which is applying the 
principles of law regarding payment of death duties 
upon gifts inter vivos. 

Where no transfer has been made during the 
lifetime of the tenant-for-life or within the prescribed 
three years, the executors or trustees are entitled to 
say that the shares shall be assessed for death duty 
at their market value as profit earning securities in 
the same way as any other shares, instead of being 
valued by some arbitrary assessment which is often 
applied to landed property in taking into account 
sentimental amenities or historical values. 

Where the owner keeps the whole share capital 
in his own hands the Inland Revenue Authorities 
would be justified in saying that such a holding 
represents the entire value of the estate, and treat 
it accordingly, but different considerations would 
necessarily arise where the shares of the company 
owning the estate were distributed amongst several 
persons no one of whom is entitled to sell the estate 
asawhole. In this way the property of shareholders 
in a landed estate would be treated as the property 
of shareholders as in any other company; that is 
according to the profit the shares can be shown 
to have earned. . 

It is obvious that there must be a bona fide sale 
of the estate for value. The Finance Act, 1894, 
sect. 7 (5), provides that the principal value of any 
property shall be estimated to be the price which, 
in the opinion of the Commissioners, such property 
would fetch if sold in the open market at the time of 
the death of the deceased. 
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In McConnel’s Trustees v. Inland Revenue (1926) 
8.N. 145) the Court of Session upheld the assessment 
of the Commissioners in regard to the valuation of 
property of a company formed to hold landed estates 
where the majority of the shares was held by the 
former owner of the estate. They held that the 
value of a share in the company was to be ascertained 
with reference not merely to the income which it 
yielded, but having regard to its capital value. The 


Commissioners had based their valuation upon the 
price which they estimated the shares would fetch in 
the open market at the date of the former owner’s 
death, and in making this estimate they took into 
account the capital value of the assets belonging 
to the company. 


LECTURES AND TRANSACTIONS 
OF THE 
Incorporated Accountants’ Students’ Society 
of London for the year 1926. 


National Accounts form the subject of two important 
contributions to the volume of ‘Transactions’’ for the 
year 1926, the first lecture being entitled ‘‘Some Diseases 
of our National Public Accountancy,’’ by the Right Hon. 
Lord Olivier, P.C., K.C.M.G., C.B., whilst Mr. A. E. 
Watson, C.B.E., contributes a paper under the title of 
**Government Accounting.”’ 

Lord Olivier's paper is a serious indictment of the methods 
of accounting adopted in the Government departments of 
this country. No doubt many people would be prepared to 
proclaim that ‘‘ Government Accountancy ’’ is a contradiction 
in terms, because the outstanding feature of the methods 
of account keeping in Government departments is the 
absence of the principle of double entry as it is understood 
in commercial circles. There are, however, comparatively 
few persons who have a sufficiently intimate knowledge of 
the subject to speak with authority. One of the few is 
undoubtedly Lord Olivier, who has held many Government 
posts, including that of Assistant Comptroller and Auditor. 
He has made a profound study of this subject, and for 
many years past has called attention, both in official and 
commercial circles, to the deficiencies of the system of 
account keeping adopted in public offices. In speaking of the 
rudimentary character of Exchequer book-keeping, he points 
out that the Treasury theory of the usefulness of accounts 
is that they record what money is paid out by cashiers and 
that accounts should not be expected to have any wider 
use than this. He admits, of course, that even before the 
war there had been constructed what the Treasury called 
‘«Commercial Accounts” for the costing of Naval construction, 
for the ordnance factories, for the telephones, and for parts 
of the Post Office work, but at the same time draws attention 
to the fact that these accounts have no organic connection 
with the appropriation accounts founded on the Parliamentary 
votes. During the war itself many professional accountants 
and business men assisted in Government departments, but 
the influence of this leavening was, according to the author, 
only transient. The evidence which was given before the 
Samuel Committee is referred to at considerable length, 
including the observations placed before the Committee by 
Lord Olivier himself. 

The author's criticism is, however, not merely destructive. 
He points out in plain language the remedy for the present 


state of affairs, and emphasises the advantages which would 
be gained by the adoption of a more up-to-date system of 
accounting. In the course of the subsequent discussion 
Lieut.-Colonel James Grimwood, C.B., D.8.0., Incorporated 
Accountant, adds some very trenchant criticism on the 
views of the War Office in relation to accounts as exemplified 
by the disbandment of the Corps of Military Accountants. 
Lieut.-Colonel Grimwood was one of the prime movers in the 
foundation of this corps, and his personality and influence 
enabled him to insist upon certain sections of War Office 
accounts being prepared on commercial standards. It is 
therefore only natural to find that he somewhat despairs of 
ever bringing permanently home to Government officials the 
need and advantage of adopting modern methods of account 
keeping. 

Mr. Watson’s paper on ‘‘Government Accounting’’ is not 
of such a critical nature. It explains the methods adopted 
in Government departments, and in some measure is obviously 
intended to be a reply to Lord Olivier’s sweeping denunciation 
of Government accounting. It is undoubtedly desirable that 
professional accountants in particular should be cognisant 
on all matters relating to National Accounts, and these two 
papers will give considerable food for reflection. We venture 
to think, however, that the majority of readers will feel that 
there is room for improvement. 


A very important contribution to this volume is a series 
of three lectures on ‘‘ New Legislation affecting Executors, 
Trustees and Receivers,’’ by Mr. Ronald F. Roxburgh, M.A., 
Barrister-at-Law. Every practitioner and every examination 
candidate is expected to be acquainted with the legislative 
changes which were embodied in the Administration of Estates 
Act, 1925, the Trustee Act, 1925, the Land Charges Act, 1925, 
and the Law of Property Act, 1925. Although to some extent 
these lengthy Acts were a codification of existing statute and 
case law, they also embodied many important changes, and 
Mr. Roxburgh in his three lectures deals with the more 
important alterations. The matters more particularly referred 
to are: (1) The powers and duties of personal representatives ; 
(2) New rules relating to intestate estates; (3) Investment and 
other general powers of trustees; (4) Protection on distribution; 
(5) The effect of the new legislation on trustees in bankruptcy 
and receivers. 


‘* Holding Companies and the Company Law Amendment 
Report’’ is the title of a paper by Mr. Robert Ashworth, 
A.C.A., Incorporated Accountant. The subject is one which 
is continuously forcing itself upon the commercial community 
to an increasing degree. Whatever views a practising 
accountant may have as to the economic effect of present 
day amalgamations, he is nevertheless required to have an 
intelligent understanding of the peculiar points involved in 
the presentation of accounts relating to holding companies. 
Mr. Ashworth deals more particularly with the reeommenda- 
tions made by the Company Law Amendment Committee in 
relation to these companies. After quoting working definitions 
of holding and subsidiary companies, the Lecturer considers 
what is known as the ‘‘ legal” balance-sheet from the points 
of view of the shareholder and the auditor, and then considers 
the suggestion that in addition to the legal balance-sheet 
of holding companies shareholders should be provided with 
either— 

(1) Copies of the balance-sheets of all the subsidiary 
companies, distinguishing in each the capital held by 
the holding company from that held by others; or 

(2) A “combined statement in the form of a balance- 
sheet” of the holding company and the subsidiaries, in 
which the latter would be treated as branches of the 
former; or 

(3) A ‘statement in the form of a balance-sheet” 
amalgamating the balance-sheets of all the subsidiaries, 
and distinguishing therein the capital held by the holding 
company from that held by others. 
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The Amendment Committee’s observations on consolidated 
balance-sheets are reviewed, and on some points severely 
criticised. The author regrets that the Committee did not 
recommend that the directors of the holding company should 
furnish a certificate, to be appended to the balance-sheet of 
that company, as to what in their opinion was the “ intrinsic 
value” of the item ‘shares in subsidiaries” at the date of 
that balance-sheet, with a similar liability imposed on the 
directors to that obtaining in the case of misrepresentation 
in a prospectus; that is to say, that the onus of proof be 
put upon the directors to prove that they not only honestly 
believed the ‘‘ intrinsic value” stated by them to be a true 
statement of the position, but that they had reasonable 
grounds for so believing. 

The Right Hon. Sir Leslie Scott, K.C., M.P., is the 
author of a paper on ‘ Misrepresentation in connection with 
Contracts.’’ The effect of misrepresentation on a contract 
is a question which is cropping up almost daily in the 
work of professional accountants, bearing in mind that 
the word “contract” is used in English law to cover various 
sourees of obligation, some of which may have nothing to 
do with formal agreements. This paper, however, deals 
principally with contracts founded upon the agreement of 
the parties, whether oral, written, or by deed. It is necessary 
to clearly understand the distinction between representations 
which may cause a contract to be made and statements 
or representations which form part of the contract itself. 
The effect of misrepresentation in each case is dealt with, 
together with the rights and remedies of the parties involved. 


The Finance Act, 1926, will probably be a fruitful source 
of discussion for students’ societies for many years to come. 
It forms the subject of a paper by Mr. W. D. Elgar, F.C.A., 
Incorporated Accountant, who explains, more particularly 
for the benefit of the younger members, the important changes 
effected in the basis of assessment, particularly in relation to 
business profits. Illustrations are given of cases arising 
under sect. 29, and other points dealt with are changes in 
partnership or ownership and relief in respect of business losses. 


Another paper which is of special interest to examination 
candidates is that by Mr. Roland Burrows, M.A., LL.D., 
on ‘*General Advice on Examinations.’’ As one of the 
Society’s Examiners the Lecturer is well qualified to give 
advice to candidates on the best method of approaching a 
professional examination. To the candidate the examination 
is, for the time being, the one absorbing topic of his life. 
There is indeed a danger that this very fact may lead to 
what is sometimes described as mental indigestion, and 
the author gives some very sound advice in this connection 
based upon his own experience, firstly as a candidate at many 
examinations and Jater as an examiner. So much has been 
written in past years on the subject that platitudes must 
inevitably appear in such a paper, but every year or two 
sees a fresh generation of candidates arising to whom these 
so-called platitudes are new and very necessary. Every 
candidate for the Society’s examinations will be well advised 
to peruse and digest this particular paper. 

The book also includes the following contributions :-— 
“Some Principles of Cost Aceounts,’’ by Captain H. E. 
Davis, M.C., Incorporated Accountant; “Insurance Accounts,” 
by Mr. W. H. Grainger, Incorporated Accountant; ‘‘ Foreign 
Exchange in London To-day,”’ by Mr. H. W. Phillips, 
Lecturer to Bankers’ Institute ; ‘‘ The Science of Comparison,’’ 
by Mr. W. J. Back, Incorporated Accountant; and ‘*‘ Dominion 
Produce Marketing Schemes,’’ by Sir James Cooper, K.B.E.., 
Incorporated Accountant. 

The volume is well indexed, and contains the Report of 
the Committee for 1926, together with other information 
relative to the Society. Copies are presented without charge 
to dll subscribing members of the Society, and can be 
obtained by other persons at a cost of 3s. 6d. 


Correspondence. 


COLWYN COMMITTEE ON NATIONAL 
DEBT AND TAXATION, 
To the Editors Incorporated Accountants’ Journal. 
Srrs,—I much appreciated reading Mr. Snowden’s article, 
‘The Colwyn Committee on National Debt and Taxation,” 
in this month’s issue of the Incorporated Accountant's Journal, 
but I should like to make one or two comments, viz :— 


1.—At the foot of page 432, he states that ‘‘ the increase in 
the income tax rate . . . . was not passed on by the producer 
to the consumer in the price of the goods.’’ Mr. Snowden 
states an increase of 60 per cent. in the index figures, but the 
**net available to the producer,” as shown on page 433, is 
inereased by only 21°5 per cent. As the producer himself is 
eventually a consumer, I fail to see how he has passed on the 
increased tax, especially as he has only made the same 
percentage for himself before paying income tax, which has 
increased from 5°8 per cent. to 25 per cent. of the profits, 


2.—With regard to reserves (page 434, foot of column 1, and 


THE 


‘top of column 2), I agree that an analysis is desirable, but 


the reserves for depreciation in 1923 would not necessarily be 
greater than in 1912, as the balance-sheets respectively 
would show the positions of the companies as _»ing concerns. 
As it is almost impossible to tell how much an asset will cost, 
actually, to replace at the end of its life, it is usual to base 
depreciation on cost or written down value. 


Yours faithfully, 
Bath. R. F. EMMERSON. 


{In reply to the above Mr. Snowden writes as follows :— 


1.—I did not state that ‘‘ the increase in the income tax 
rate was not passed on by the producer to the consumer in 
the price of the goods”’ (page 432). I was endeavouring to 
show an opposite result in that a rise in the general level of 
prices will, per se, enable both the State and the producers 
to abstract, in the increased prices charged to consumers, 
larger quotas of tax and profits without altering any habits of 
business or varying the rates used in the two selected periods 
for profits as percentage additions on the ‘‘ costs of production.” 


2.—It is improbable (on account of the war and high costs 
of replacement) that the bulk of the plant and machinery in 
use in 1912 and onwards would have been replaced in 1923. 
The reserves for depreciation set aside out of profits will have 
increased the 1912 figures by so much. The methods of 
showing and handling these reserves vary, and hence the 
necessity for an analysis of the position of industry to-day. 
One thing, however, is certain, viz, it would require 60 per 
cent. more cash in 1923 to provide new plant than in 1912. 
If this extra 60 per cent. has not been provided for in the 
company’s reserves it must be found— 


(a) By borrowing outside the business. 
(b) Reduction of dividends to shareholders. 
(c) By restricting the activities of the company, or 
reducing costs of production. 
The latter, with old machinery, may be ruled out of 
consideration. ] 


The Accountant-Lecturers’ Association. 
Sir William Plender, Bart., G.B.E., F.C.A., and Sir James 
Martin, J.P., F.S.A.A., have agreed to become Patrons of the 
above Association. 
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A Surbey of Pearly and Interim 
Accounts and Records. 


A Lecrunre delivered before the South Wales and Monmouth- 
shire District Society of Incorporated Accountants by 


Mr. A. PERCY HORTON, 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. P. A. Haves, F.S.A.A. 


Mr. Horton said: When I chose the topic of to-night’s 
lecture I did so because of the times in which we live. The 
nature of the present epoch in the industrial and business 
spheres is of a penetrative, competitive effort, and such a 
condition of trade affairs must demand in consequence an 
organisation capable of abstracting, marshalling and presenting 
the activities of a business in a way to give exhaustive data 
relative to the business house concerned. 

In the past, and in some instances even to-day, the counting 
house and the expense of the clerical staff were considered an 
unremunerative factor, but with the heads of commerce there 
is a consciousness of the scope for the use of the information 
that the counting house can prepare which will give them 
a continuous vision of the different phases and activities of 
the firm. 

The first part of my paper will be devoted to a résumé of 
the utility of comparative yearly accounts and records, and 
the second division to the preparation of interim trading and 
profit and loss accounts and interim financial records. 


Comparative YEARLY Accounts AND REcorps. 

By comparative yearly accounts I mean the tabulation of 
figures on a standardised measure over an extended period of 
time covering several accounting periods, and which disclose 
the relative difference of each item under review between one 
period of time and another. In addition to the trading and 
profit and loss account covering the current financial period 
there should be prepared separately a tabulated trading and 
profit and loss account showing the results of trading for the 
previous five years or more, and care must be taken to ensure 
that all the items are homogeneous. 

The figures should be given to the nearest pound, and in 
addition a column must be provided for each year which 
would be used to reduce the comparative items to a common 
ratio; ¢.g., in a drapery business the percentage that each 
item of expenditure bears to the turnover would be calculated 
to two decimal places ; in the case of a colliery the common 
ratio would be the average per saleable ton. This common 
ratio column is indispensable, as it enables one to see whether 
or not the ratio remains the same, having regard to the 
volume of business transacted. 

You would also have to consider whether the trading and 
profit and loss account as prepared for the shareholders or 
taxation purposes requires a sub-division of the business 
transactions into departments or other classification so that 
the trend of trading operations may be more equitably 
criticised. To cite a few instances: in the case of a drapery 
house a separate account of each department is essential ; 
in the case of a motor sales business, the car, cycle, 
accessory, repair and garage rent sales should be set apart; 
and in the instance of gentlemen clothiers with a large 
number of branches, the accounts should be subdivided into 
branches. In such an event the items of expenditure 
comprising the profit and loss account would have to be 
allocated over the departments or branches. Again taking a 
drapery establishment as an example for this purpose, some 
standard would have to be decided on which the expenses 


could be divided over the different sections. With some of 
the expenditure items it would be possible to charge direct to 
their respective departments, such as the wages of assistants, 
but other items would require special treatment. 

Quite a number of expense items would be apportioned over 
the various departments in the ratio that the sales of each 
respective department bears to the total sales, but, on the 
other hand, an item such as rent would be allocated on the 
basis of floor space and position of each department. 
Personally, I would advocate the employment of a professional 
property valuer to assist in placing the rental value of each 
department. I do not purpose to enumerate a large number 
of expense items in various businesses, or to indicate the 
method of apportionment to be adopted, but I wish to 
emphasise that in the preparation of sectional trading 
accounts a technical knowledge of the business, common 
sense, intelligence and homogeneity of the items are important 


requisites, and in addition the common ratio and the basis 


upon which the expenses have been divided should be stated. 

Every difference of any extent between comparative items 
should be inquired into and such fluctuations capably 
explained. As a rule fluctuations in the items comprising the 
tabulated profit and loss account are easily traceable, but 
in the trading account, say, of a manufacturing business 
variations in the ratio of the cost price of materials used and 
productive wages to value of sales present a more formidable 
proposition. The rising and falling of selling prices, em- 
ployment of female labour instead of men, the manufacture 
of different classes of articles requiring lower or higher skilled 
labour, and failure to adjust selling prices to meet variations 
in the cost of articles, may all constitute factors which would 
have to be taken into account when interpreting the change 
in the ratios. 

The value of comparative trading and profit and loss 
accounts may be summarised as follows :— 

(1) They give a record of the past and bring to light 
the comparative success or failure of branchee or 
departments. 

(2) They enable the management to understand the 
causes and effects of the changes that take place. 

(3) They provide material for the calculation of future 
operations. 

There should be drawn up a balance-sheet covering the 
same period as the tabulated trading and profit and loss 
account. My remarks as to subdivision and homogeneity 
apply with equal force to the items comprising the balance- 
sheet. Sundry assets grouped under one heading, sundry 
creditors (which might include loans, a special bank overdraft, 
creditors for goods, expenses and reserves), should be divided 
so that the amounts measured have a strict relationship 
with each other. Many other items that would require 
dissecting would suggest themselves to you in the light of 
your own experiences. 

This tabulated balance-sheet should be studied in order that 
the fluctuations in the liabilities and assets might be noted 
and conclusions drawn from the ratio of liquid assets to 
current liabilities ; the ratio of fixed and floating assets to the 
capital of the business, and the ratio of debtors to creditors. 

An essential part of the past history of the trading 
transactions is played by tables of statistics revealing actual 
percentages of gross and net profit to sales compared with 
percentages that should have been made; relation of book 
debts to turnover. Attention should be paid to the terms of 
credit allowed in the particular class of business transacted, 
and also to the sales during the last few months of the 
financial period; number of times stock has been turned over 
compared with the number of times it should have been turned 
over; percentage of total expenses to sales. 


eSroee 


ec 


Seswe wser?as 


a 
| 


Ocrozer, 1927.] 


THE INCORPORATED AOCOUNTANTS’ JOURNAL. 9 


This completes my remarks on comparisons of yearly 
figures. Primarily they should teach not so much what 
should be done as what to avoid. 


InTERIM AccounTs AND Recorps. 

The preparation of interim trading accounts and financial 
records presupposes the existence of an efficient counting 
house. 

The utilisation of mechanical equipment in the form of 
book-keeping and calculating machines enables the keeping 
of all routine work up to date and the preparation of 
statistical data without delay. In the past, a tremendous 
amount of work in the counting house has been to all intents 
and purposes wasted, apart from its value as a mental 
exercise, because of the time which lapsed between the 
completion of accounts and the period to which they related. 
Due regard having been given to the organisation of the 
counting house, the balancing of the persona! and impersonal 
ledgers and the extraction of the nominal accounts will not 
present any difficulty. 

There is, however, one item which hangs like the ‘‘ sword 
of Damocles"’ over the presence of interim trading accounts, 
and that is the item of stock. The existence and worth of 
interim trading accounts depends so much upon the accuracy 
of the value of stock at the end of each interim period that it 
merits particular attention in a paper of this description. 

It has been stated that ‘‘ stocks may be broadly divided into 
three classes,”” viz :— 

(1) Stocks of value. 
(2) Bulk stocks. 
(3) Departmental stocks. 

In the case of ‘‘ stocks of value,” ¢.g., a pianoforte dealer, 
the stock should be grouped under convenient headings 
either in separate stock books or in separate sections in the 
same book. The stock book should be scheduled to show :— 

(1) Description of goods. 

(2) Stocks on hand at the start of the period. 
(3) Purchases. 

(4) Cost price of goods sold. 

(5) Selling price of goods sold. 

(6) Stocks on hand at the end of the period. 


No. 6 column is left vacant until the end of each interim 
period, when items in columns 2 and 3 which have not been 
sold are extended. The difference between columns 4 and 5 
would give the gross profit, and should agree with the 
financial books. 

The difference between columns 2 and 8 added together 
and column 4 equals the cost price of goods on hand at the 
end of the period under review, and should agree with the 
inventory of stock taken at the end of the financial period, and 
should also agree with column 6. 

Again, the sales day book may be ruled to show the cost 
price of the goods sold as well as the selling price, and will act 
asa check on the stock. ~ 

The second class of stock, namely ‘‘ bulk stock,"’ which is 
carried by manufacturers would require subdividing into raw 
materials and finished products. I shall only attempt to give 
a short description of the method of keeping a stores ledger 
or perpetual inventory control, as a detailed system would 
possibly require a paper to itself. 

The stores ledger should enable an inventory to be taken at 
any time of the raw materials, completed articles and 
partially manufactured products, and would naturally call for 
an efficient costing system without which the cost of finished or 
partially completed articles would not be capable of valuation. 


The essential forms for the complete working of the stores 
ledger are the stores quantity balance-sheets, store value 
sheets, bin tickets, stores requisition forms, and stores credit 
forms. The stores balance-sheets should provide a description 
of the material and a history of the quantities issued to and 
from the stores, balance of stock on hand, together with 
minimum and maximum quantities that should be carried. 

The stores value sheets contain a debit and credit money 
value record of the cost of purchases and of manufactured 
goods. 

The bin tickets provide a separate record of the balance of 
stores, and the stores requisition and stores credit forms 
provide a record of the issue and return of stock. 

The clerica] staff would post the store quantity balance- 
sheets and the stores value sheets from information 
obtained from invoices and costing sheets. The store-keeper 
would use the requisition and credit forms for making entries 
on his bin tickets and would subsequently forward them to 
the clerical staff for the purpose of writing up the quantity 
and stores value sheets. 

The third class of stock, namely, ‘‘ departmental stocks,” 
represent those stocks which are found in a general drapers 
or general dealers establishment. The proper procedure with 
such a stock is to treat the stock of each department separately, 
since each department would have varying percentages of 
gross profits. 

The starting stock would be added to the purchases, and 
from the total would be deducted the cost price of the goods 
sold, arrived at by deducting from the sales the usual 
percentage of gross profit. The result should give the ending 
stock. Such a procedure would be quite correct if prices were 
stable during the interim period, but if during the interim 
period selling prices are adjusted in order to meet competition, 
or as at sale times, then the estimated stock would be 
incorrect, and the result of the interim trading would give 
a fallacious and misleading impression. 

The stock control system to be set up would depend largely 
upon the size of the concern. In a very large concern it 
should be worth while to keep quantity and vaiue records of 
departmental! stocks on similar lines enunciated in the stores 
system of bulk stocks. Such a system would embody the 
following particulars :— 

Name of department. 

Date articles were received into department. 

Description of articles. 

Existing stock. 

Quantity received. 

Wholesale price per unit. 

Selling price per unit. 

Weekly sales. 

Balance of stock, weekly, monthly or quarterly, as 
required. 

Each departmental stock should be reviewed from time to 
time, and stock which has not been turned over the necessary 
number of times transferred to a doubtful or bad stock sheet. 
The management should then consider an immediate reduction 
in price to ensure rapid clearance. 

Where, however, it is not considered practicable to instal 
such a detailed stores record, the percentage basis of arriving 
at interim stocks should be used, together with a record of 
reductions in selling prices. The buyer should periodically 
inspect his stock and send details to the counting house of 
price reductions. 

The utility of stock records is not confined to their use in 
the preparation of interim trading accounts. They should 
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assist the management to realise when to increase the output 
of a definite article, when to reduce, and when to stop its 
manufacture. 

They should reduce losses in stale goods, and they may 
possibly mean a reduced margin of capital invested in stocks, 
since rapidity of movement of stocks would be known and 
prevent overstocking. 

Now, useful as the ordinary yearly accounts may be, by 
providing a summary of the business concern as a whole it 
should be apparent that conditions can entirely change in 
much less a period than twelve months, and interim accounts 
are the only adequate method whereby yearly profits can be 
maintained, since the actual net profit result of present 
trading would be brought forth, and measures could be taken 
from time to time during the year to cut losses or increase 
profits. 

The same dicta as to the subdivision of the business 
transactions and allocation of expenses referred to in yearly 
accounts would be applicable to interim accounts. 

The attention that some business heads give to the sales 
and percentages of gross profit of each department, in con- 
demning or commending respective departments without 
taking into account the overhead charges of each department, 
is patently wrong. 


InteR™ Frvancrat STaTEMENTs. 

These should be designed to show vital figures from week 
to week or month to month. For instance, useful data could 
be prepared to give an approximate idea of the nature of 
financing required during the next two months. This should 
be arrived at by taking the actual figures of the previous 
month of the following assets and liabilities :— 

(1) Cash at bank. 

(2) Bills receivable. 

(3) Sundry debtors. 

(4) Total of the above. 
(5) Bank overdraft. 

(6) Special loans. 

(7) Bills payable. 

(8) Sundry creditors. 

(9) Running expenses. 
(10) Total of items 5 to 9. 

The difference between the total of the assets and liabilities 
would give the debit or credit cash balance. There should 
then be forecast the approximate figures under the respective 
headings for the next two months. For these figures the 
management would have to take into consideration the 
following facts :— 

1.—Amount of purchases of stocks and amount of 
sales expected to be made. 

2.—Amount of monthly expenses. 

3.—Amount of creditors to be met and amount of 
debtors expected to collect. 

4.—Amount of special commitments in regard to plant, 
buildings, loans, &c. 

Such a statement would enable the management to see that 
over-trading would not take place having regard to present 
finances, and that commitments would not be made which 

would place a strain on the cash balance. If increased 
business takes place it may show the necessity for increasing 
the capital of the business. If there is a bank overdraft 
which has to be kept within certain limits, then such a 
statement would direct the attention of the directorate to the 
running total of debtors and determine whether or not 


A sales budget should be prepared for the half year, and 
for this statement you should have the actual sales for the 
corresponding half year and estimated sales for the coming 
sixmonths. Hereagain your sales should be departmentalised. 
From the estimated sales there should be deducted the 
percentage of gross profit on sales which would give you 
your estimated purchases. From time to time this forecast 
should be compared with the actual sales and purchases, and 
the statement amended to meet with the actual facts. The 
buyers should be materially assisted with the information 
contained in this budget and, in conjunction with their stock 
records it would enable them to control the minimum and 
maximum stock levels. 

Daily, weekly or monthly sales statistics should be made in 
total and departments, subdividing the sales into cash and 
credit and comparing them with the corresponding period of 
the previous year. 

These statistics of purchases and sales should be sent to the 
managing director, merchandise manager and advertising 
manager, who would employ the information contained 
therein according to their respective duties. The managing 
director would require them for many angles of general policy 
and administration. The mercbandise manager would view 
them from the standpoint of purchases and stock, and the 
advertising manager would be able to check the results 
of his publicity programme and suggest future advertising 
campaigns. 

The growth and development of the accountancy profession 
has been nothing short of phenomenal during the last fifty 
years. The instruments that have largely brought about the 
importance of our profession are the Bankruptcy Act, 1883, 
the Companies Acts and, last but not least, the Income Tax 
Acts, especially during the last fifteen years. 

Now, while the most prominent duties of an accountant are 
connected with the handling of taxation matters, the audit of 
limited companies, and private traders, the formation of 
limited companies, and the liquidations and amalgamations of 
businesses, we must not neglect the sign of the times. One 
writer in the Accountant goes so far as to prophesy that in the 
future accountants will have a very limited number of clients, 
and, instead of attending once a year to the accounts, will take 
an interest in the control of the business all the year round. 

While at the present moment I should not like to indulge 
in such a flight of imagination, one cannot ignore the growing 
interest in costings which are bound up with interim trading 
accounts and statistics. As a Society we should see that we 
are not relegated to the back ground as regards finance and 
business organisation. 

Let us meander more in the fields of scientific business 
organisation than we have in the past. 


Obituary. 


THOMAS FREDERICK WILD, F.C.A. 

We regret to announce the death on September 18th, of 
Mr. Thomas Frederick Wild at his residence, 1, Rodborough 
Road, Golder’s Green, London, N.W., in his 67th year. 
Mr. Wild commenced his career in the profession in February, 
1878, and was admitted to membership of the Institute on 
October Ist, 18%4, being elected a Fellow on February 7th, 
1894. After serving some time with the firm of Chandler, 


son, Mr. Norman Ward Wild, F.C.A., the present senior 


pressure should be made to reduce this total. 


partner, joined the firm some twenty years ago. 
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MONEYLENDERS ACT, 1927. 


The following are the principal sections of the above Act, 
which concern accountants in carrying out their duties as 
trustees of insolvent estates :— 


Form or MongyLeNnpERS’ CoNTRACTs. 


6.—(1) No contract for the repayment by a borrower of 
money lent to him or to any agent on his behalf by a money- 
lender after the commencement of this Act or for the payment. 
by him of interest on money so lent and no security given 

the borrower or by any such agent as aforesaid in respect 
of any such contract shall be enforceable, unless a note or 
memorandum in writing of the contract be made and signed 

rsonally by the borrower, and unless a copy thereof be 
Sitvenedl or sent to the borrower within seven days of the 
making of the contract; and no such contract or security 
shall be enforceable if it is proved that the note or memo- 
randum aforesaid was not signed by the borrower before the 
money was lent or before the security was given as the 
case may be. 


(2) The note or memorandum aforesaid shall contain all 
the terms of the contract, and in particular shall show the 
date on which the loan is made, the amount of the principal 
of the loan, and, either the interest charged on the loan 
expressed in terms of a rate per cent. per annum, or the rate 
per cent. per annum represented by the interest charged as 
calculated in accordance with the provi-ions of the First 
Schedule to this Act. 


Pronrpeition or Compounp INTEREST AND PROVISION AS TO 
DEFavLrTs. 


7.—Subject as hereinafter provided, any contract made 
after the commencement of this Act for the loan of money by 
a moneylender shall be illegal in so far as it provides directly 
or indirectly for the payment of compound interest or for the 
rate or amount of interest being increased by reason of any 
default in the payment of sums due under the contract : 

Provided that provision may be made by any such contract 
that if default is made in the payment upon the due date of any 
sum payable to the moneylender under the contract, whether 
in respect of principal or interest, the moneylender shall be 
entitled to charge simple interest on that sum from the date 
of the default until the sum is paid, at a rate not exceeding 
the rate payable in respect of the principal apart from any 
default, and any interest so charged shall not be reckoned for 
the purposes of this Actas part of the interest charged in 
respect of the loan. 


OBLIGATION oF MoN&YLENDER TO Suppty INFORMATION AS TO 
Strate or Loan anp Copies or DocUMENTS RELATING THERETO. 


8.—(1) In respect of every contract for the repayment of 
money lent by a moneylender whether made before or after 
the commencement of this Act, the moneylender shall, on any 
reasonable demand in writing being made by the borrower at 
any time during the continuance of the contract and on 
tender by the borrower of the sum of one shilling for expenses, 
supply to the borrower or, if the borrower so requires, to any 
person specified in that behalf in the demand, a statement 
signed by the moneylender or his agent showing— 

(a) The date on which the loan was made, the amount of 
the principal of the loan and the rate per cent. per 
annum of interest charged; and 

(b) The amount of any payment already received by the 
moneylender in respect of the loan and the date on 
which it was made; and 

(c) The amount of every sum due to the moneylender, 
but unpaid, and the date upon which it became due, 
and the amount of interest accrued due and unpaid 
in respect of every such sum ; and 

(a) The amount of every sum not yet due which remains 
outstanding, and the date upon which it will 
become due. 


(2) A moneylender shall, on any reasonable demand in 
writing by the borrower, and on tender of a reasonable sum 
for expenses, supply a copy of any document relating to a 


loan made by him or any security therefor, to the borrower, 
or if the borrower so requires, to any person specified in that 
behalf in the demand. 


(3) If a moneylender to whom a demand has been made 
under this section fails without reasonable excuse to comply 
therewith within one month after the demand has been made, 
he shall not, so long as the default continues, be entitled to 
sue for or recover any sum due under the contract on unt 
either of principal or interest, and interest shall not be charge- 
able in respect of the period of the default, and if such default 
is made or continued after proceedings have ceased to lie 
in respect of the loan, the moneylender shall be liable on 
summary conviction to a fine not exceeding £5 for every day 
on which the default continues. 


Provisions as TO Bankruptcy ProckEDINGS FoR 
MonEYLENDERS’ Loans. 


9.—(1) Where a debt due to a moneylender in respect of a 
loan made by him after the commencement of this Act includes 
interest, that interest shall, for the purposes of the provisions 
of the Bankruptcy Act, 1914, relating to the presentation of a 
bankruptcy petition, voting at meetings, compositions and 
schemes of arrangement, and dividend, be calculated at a rate 
not exceeding 5 per cent. per annum, but nothing in the 
foregoing provision shall prejudice the right of the creditor to 
receive out of the estate, after all the debts proved in the estate 
have been paid in full, any higher rate of interest to which he 
may be entitled. 

The provisions of this sub-section shall, in relation to such 
a debt as aforesaid, have effect in substitution for the provisions 
of sub-sect. (1) of sect. 66 of the Bankruptcy Act, 1914. 


(2) No proof of a debt due to a moneylender in respect of a 
loan made by him shall be admitted for any of the purposes 
of the Bankruptcy Act, 1914, unless the affidavit verifying 
the debt is accompanied by a statement showing in detail— 


(a) The amount of the sums actually lent to the debtor 
and the dates on which they were lent, and the 
amount of every payment already received by the 
moneylender in respect of the loan and the date 
on which every such payment was made ; and 

(b) The amount of the balance which remains unpaid 
distinguishing the amount of the principal from the 
amount of interest included therein, the appropria- 
tion between principal and interest being made in 
accordance with the provisions of this Act where the 
interest is not expressed by the contract for the loan 
in terms of a rate; and 

(c) Where the amount of interest included in the unpaid 
balance represents a rate per cent. per annum 
exceeding 5 per cent., the amount of interest which 
would be so included if it were calculated at the 
rate of 5 per cent. per annum. 


(3) General rules may be made under sect. 132 of the 
Bankruptcy Act, 1914, for the purpose of cairying into effect 
the objects of.this section. 


AMENDMENTS or 63 anv 64 Vicr., Cap. 51, Sxcr. 1. 


10.— (1) Where, in any proceedings in respect of any money 
lent by a moneylender after the commencement of this Act 
or in respect of any agreement or security made or taken 
after the commencement of this Act in respect of money lent 
either before or after the commencement of this Act, it is 
found that the interest charged exceeds the rate of 48 per 
cent. per annum, or the corresponding rate in respect of an 
other period, the Court shall, unless the contrary is proved, 
presume for the purposes of sect. 1 of the Moneylenders Act, 
1900, that the interest charged is excessive and that the 
transaction is harsh and unconscionable, but this provision 
shall be without prejudice to the powers of the Court under 
that section where the Court is satisfied that the interest 
charged, although not exceeding 48 per cent. per annum, is 
excessive. 


(2) Where a Court re-opens a transaction of a moneylender 
under the said sect. 1 of the Moneylenders Act, 1900, the 
Court may require the moneylender to produce any certificate 
granted to him in accordance with the provisions of this Act, 
and may cause such particulars as the Court thinks desirable 
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to be endorsed on any such certificate, and a copy of the 
particulars to be sent to the authority by whom the certificate 
was granted. 


(3) The powers of a Court under the said sect.1 of the 
Moneylenders Act, 1900, with respect to the re-opening of the 
transactions of moneylenders, shall extend to any transaction 
effected under a special contract made in accordance with the 
provisions of sect. 24 of the Pawnbrokers Act, 1872, and 
accordingly, for the purposes of the first mentioned section 
the provisions of paragraph (a) of sect. 6 of the Moneylenders 
Act, 1900, shall not apply with respect to any such transaction. 


(4) The powers of a Court under sub-sect. (2) of the said 
sect. 1 of the Moneylenders Act, 1900 (which enables a 
Court at the instance of the borrower, surety, or other person 
liable, to exercise its powers under that section with respect to 
the re-opening of the transactions of moneylenders, although 
no proceedings are taken for the recovery of the money lent, 
and notwithstanding that the time for repayment may not 
have arrived), may in the event of the bankruptcy of the 
borrower be exercised at the instance of the trustee in 
bankruptcy, notwithstanding that he may not be a person 
liable in respect of the transaction. 


(5) The powers of a Court under the said sub-sect. (2) of 
sect. 1 of the Moneylenders Act, 1900, may be exercised 
notwithstanding that the moneylender’s right of action for 
the recovery of the money lent is barred. 


Proursition or CHarGE FoR Expenses on Loans By 
MoNEYLENDERS. 


12.—Any y ooo between a moneylender and a borrower 
or intending borrower for the payment by the borrower or 
intending borrower to the moneylender of any sum on account 
of costs, charges or expenses incidental to or relating to the 
negotiations for or the granting of the loan or proposed loan 
shall be illegal, and if any sum is paid to a moneylender by a 
borrower or intending borrower as for or on account of any 
such costs, charges or expenses, that sum shall be recoverable 
as a debt due to the borrower or intending borrower, or, in the 
event of the loan being completed, shall, if not so recovered, 
be set off against the amount actually lent and that amount 
shall be deemed to be reduced accordingly. 


LiwrratTion or Time FoR PrRoceEpDINGs IN RESPECT oF Money 
Lent py MoNnEYLENDERS. 


13.—(1) No proceedings shall lie for the recovery by a 
moneylender of any money lent by him after the commence- 
ment of this Act or of any interest in respect thereof, or for 
the enforcement of any agreement made or security taken 
after the commencement of this Act in respect of any loan 
made by him, unless the proceedings are commenced before 
the expiration of twelve months from the date on which the 
cause of action : 

Provided that— 


(a) If during the period of twelve months aforesaid or at 
any time within any subsequent period during 
which proceedings may by virtue of this proviso be 
brought, the debtor acknowledges in writing the 
amount due and gives a written undertaking to the 
moneylender to pay that amount, proceedings for 
the recovery of the amount due may be brought at 
any time within a period of twelve months from the 
date of the acknowledgment and undertaking ; 

(b) The time limited by the foregoing provisions of this 
section for the commencement of proceedings shall 
not begin to run in respect of any eg from 
time to time becoming due to a moneylender under 
a contract for the loan of money until a cause of 
action accrues in respect of the last payment 
becoming due under the contract ; 

(c) If at the date on which the cause of action accrues or 
on which any such acknowledgment and undertaking 
as aforesaid is given by the debtor, the person 
entitled to take = on is non compos 
mentis, the time limited by the foregoing provisions 


of this section for the commencement of proceedings 
shall not begin to run until that person ceases to 
be non compos mentis or dies, whichever first 


occurs; and 


(d) If at the date on which the cause of action accrues or 
on which any such acknowledgment and undertaking 
as aforesaid is given by the debtor, the debtor is 
beyond the seas, the time limited by the foregoing 
provisions of this section for the commencement of 
proceedings shall not begin to run until he returns 
from beyond the seas, so, however, that sect. 11 of the 
Mercantile Law Amendment Act, 1856 (which relates 
to the limitation of actions against joint debtors 
where some are beyond seas) shall have effect-as if 
this section were included among the enactments 
therein referred to as fixing a period of limitation. 


(2) Without judice to the powers of a Court under 
sect. 1 of the Moneylenders Act, 1900, if at the time when 
proceedings are taken by a moneylender in respect of a default 
in the payment of any sum due to bim under a contract for 
the loan of money, any further amount is outstanding under 
the contract but not yet due, the Court may determine the 
contract and order the principal outstanding to be paid to 
the moneylender with such interest thereon, if any, as the 
Court may allow up to the date of payment. 


19.—(5) This Act shall come into force on January lst, 1928. 


Society of Incorporated Accountants and 
Anditors. 


MEMBERSHIP. 


The following additions to and promotions in the Membership 
of the Society have been completed since our last issue :— 


ASSOCIATES TO FELLOWS. 
Gaeex, Frepertck Asprvatt, Borough Treasurer and 
Accountant, Municipal Buildings, Haslingden. 


Lovetn, ArTaur Frepertck Wim, 4, South Street, 
Finsbury, London, E.C.2, Practising Accountant. 


ASSOCIATES. 

Beoes, Jonn Auten, Clerk to Cecil Semper, 15, Lord Street, 
Liverpool. 

CutsHotm, Dovertas Scott, Clerk to W. C. & J. H. MacBean, 
18, Queen Street, Peterhead. 

Garrnwarte, Gronce Cuatstie Hortcutson, B.Com., City 
Chamberlain’s Department, City Chambers, Edinburgh. 

Gostise, Grorcr, Borough Treasurer’s Department, Town 
Hall, Wallasey. 

Haceo, Witrrep Youncrr, Town Chamberlain's Department, 
Kilmarnock. 

Harwoop, Horace Warp, Clerk to Johnstone, Davies and 
Moulder, Central Chambers, High Street, Kidderminster. 

Hovenrton, Staniey Epwry, Clerk to Crane, Houghton & Crane, 
80a & 31, St. Paul’s Churchyard, London, E.C.4. 

Howarp, Percy, Clerk to Armitage & Norton, Station Street 
Buildings, Huddersfield. 

Jones, Wrirrep Epira, Accountant’s > °eoeoe Public 
Trustee Office, Kingsway, London, W.C.2. 

Mason, Cuar.es Jonn, 37, Walbrook, London, E.C.4, Practising 
Accountant. 

Maxwett, Eric, Town Chamberlain’s Office, Kirkcaldy. 

Prinete, ALexanper, City Chamberlain’s Department, City 
Chambers, Edinburgh. 

SuHaw, Atexanper Morrison, Clerk to Robert T. Dunlop, 
45, Renfield Street, Glasgow. 

Swrrn, Parnick Georce Josern, Clerk to Purtill & Co., 
16, College Green, Dublin. 

Tuomas, Owen Ivor, Clerk to Richard Leyshon & Co., 
128/29, Bute Street, Cardiff. 

Weartne, Ertc (Higginbotham & Wearing), 14, St. Peter's 
Square, Manchester, Practising Accountant. 


— 


__ 
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DEPRECIATION RATES FOR INCOME TAX. 


The following is supplementary to the Schedule published 
in our issue of September last and previous dates. The rates 
of depreciation given below have been agreed by the Board of 
Inland Revenue, subject to the concurrence of the Income 
Tax Commissioners. 


Sures or aut Types (orHeR THAN TANKERS). 
New Ships. 

1.—As regards sailing vessels, steamers and motor vessels, 
other than steamers and motor vessels delivered in one of the 
years 1917 to 1922, the normal basis on which the annual 
allowance for wear and tear may be computed, is, subject to 
the concurrence of the Commissioners concerned as follows :— 

Sailing vessels at 3 per cent.; steamers and motor vessels 
at 4 per cent. on the prime cost (i.e., the original cost price) 
of the ship, with an addition of 24 per cent. on that part of 
the prime cost which relates to refrigerating plant and 
insulation. 

In the case of a steamer or motor vessel delivered in one of 
the years 1917 to 1922, the annual allowance will be computed 
upon the basis of one twenty-fourth of the difference between 
the prime cost and the break-up value (see paragraph 3). 
This allowance is to be increased by 24 per cent. on the prime 
cost of any refrigerating plant and insulation. 

2.—-In no case can a shipowner be regarded as entitled to 
a larger te allowance of wear and tear than the actual 
cost to him of the ship less its break-up value. 

3.—The break-up value of a ship will normally be computed 
on the basis of the amount of one year’s allowance of wear 
and tear (e.g., 3 per cent. on the prime cost in the case of 
sailing vessels, and 4 per cent. in the case of steamers and 
motor vessels, including refrigerating plant and insulation). 
As regards steamers and motor vessels which were delivered 
in one of the years 1917 to 1922, however, the break-up 
values should be computed at the following rates on the 


1922... oe oe a jae 

The break-up value computed as above is to remain 
constant throughout the whole life of the ship, even where 
the ship is subsequently sold and the wear and tear allowances 
to the new owner are computed by reference to the cost of the 
ship to him (see paragraphs 6 to 9). 

4.—The amount of the break-up value of a ship is not to be 
regarded as increased by any sums which may have been 
disallowed in computing the profits of the ship, as being 
expenditure on the renewal of engines and boilers or in 
res of structural improvements such as the lengthening 
and strengthening of the ship. The net amount of any such 
expenditure is to be added to the original cost of the ship for 
the purpose of computing the aggregate amount of wear and 
tear to be allowed to the shipowner (see paragraph 2), and 
the normal annual allowance for wear and tear is to be 
increased by such an annual sum as will, over the remainder 
of the period for which the normal allowance will require to 
be made, exhaust such expenditure. 

5.— Where a ship is purchased, sold or lost during the year 
of assessment, the allowance to be made to the purchaser, 
vendor or owner respectively for wear and tear for that year 
is the proportional part of the fall annual allowance. 


Second-hand Ships. 

6.—Subject to the concurrence of the Commissioners 
concerned, the allowance for wear and tear in the case of a 
ship purchased second-hand is to be calculated by reference 
to (i) the actual cost of the ship to the owner for the time 
being, and (ii) the reasonable expectation of life of the ship at 
the date of purchase from the previous owner, having in 
regard the type of ship concerned. 

Apart from this, a 1 to 5 apply in the case of 
ships purchased second-hand. 

7.—As regards steamships, the following scale of allowances 


has received the assent of the Council of the Chamber of 
Shipping of the United Kingdom :— 
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Steamships over 30 years to be dealt with according to the 
facts of each case. 

8.— As regards a ship other than a steamship, the expectation 
of life depends upon the type and other considerations, and 
may be greater or less than that set out in paragraph 7. 

9.—The above to be brought into operation as from the 
year 1926/27 inclusive. 


Incorporated Accountants’ Students’ 
Society of ondon. 
jag, EE of Lectures and Discussions. 


Oct. 11th. Lecture, ‘* Points on the New Income Tax Legis- 
lation,” by Mr. H. Heathcote-Williams, M.A., 
Barrister-at-Law. Chairman: Mr. William 
Strachan, Incorporated Accountant. 

Lecture, ‘‘ Preparation of Statements of Affairs 
in Insolvency Cases,”” by Mr. Daniel Mahony, 
Incorporated Accountant. Chairman: Mr.M.J. 
Faulks, M.A., Vice-President of the Society. 

Lecture, ‘‘ Some Notes on Industrial Property,” 
by Mr. J. Cameron Rennie, B.Se., A.M.I.E.E. 
Chairman: Mr. W. Norman Bubb, President 
of the Society. 

Lecture, ‘‘Residuary Accounts,” by Mr. J. 
Linahan, Incorporated Accountant. Chairman: 
Mr. H. M. Barton, F.C.A. 

. Lecture, ‘‘ The Law of Insurance,” by Mr. Gilbert 
Stone, B.A., LL.B. Chairman: Mr. W. H. 
Grainger, Incorporated Accountant. 

Lecture, ‘‘ The Accountant and the Investor,’’ 
by Mr. E. D. Kissan, Financial Editor of the 
Daily Mail. Chairman: Mr. Henry Morgan, 
Vice-President of the Society of Incorporated 
Accountants and Auditors. 

All the meetings are to be held at 6.30 p.m. at 

Cordwainers’ Hall, No. 7, Cannon Street, London, E.C.4. 


Oct. 18th. 
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Incorporated Acconntants’ 
Conference at Manchester. 


September 28th, 29th, 3oth, and October ist, 1927. 


PRESIDENTIAL ADDRESS 


BY 


Mr. THOMAS KEENS, 
INCORPORATED ACCOUNTANT, 


Of Luton, London and Bedford; President of the Society of 
Incorporated Accountants and Auditors. 


My first Presidential Address having beer delivered in 
London, it is fitting that the second should be delivered 
in Manchester. 


MANCHESTER. 


The City of Manchester always makes a strong appeal to 
members of our profession. We always envisage Manchester 
as the centre of industry from which flows trade to all 
parts of the globe. From the city speed ships to the seven 
seas, containing the goods necessary to purchase the raw 
materials and foodstuffs we require to sustain the inhabitants 
of these thickly populated isles. 


The population of Manchester and Salford is officially given 
as 1,000,000 approximately. That figure, important though 
it be, is but a deficient index of that great sphere of activity 
of which Manchester forms the centre. The area around a 
geographical line between Manchester and Preston, a distance 
of 34 miles, is one vast manufacturing centre. 


The tentacles of Manchester stretch towards the sea on the 
west, to the woollen district of Yorkshire on the east, and to 
the silk towns of Cheshire on the south. The economic life 
of this enormous area is focussed in the City of Manchester, 
and is joined to countries overseas by that monument 
of persistence, technical skill and financial ability—the 
Manchester Ship Canal. Despite its troubles, the cotton 
industry of Lancashire stands pre-eminent, and has recently 
taken upon itself in different directions a new technique, 
aided by the development of the artificial silk industry. 
Engineering products and textile machinery of world-wide 
repute are made with Lancastrian thoroughness in and 
around Manchester. Co-ordinating and dependent upon al! 
these manufacturing activities is the commercial, shipping 
merchant and warehouse business of Manchester, signs of 
which we see on every hand as we pass through the city. 

But there is another side to Manchester, which to ‘the 
casual visitor is less apparent but equally important. I refer 
to its intellectual and educational life, the nerve centre of 
which is that traditional individualism and grit, which we 
properly and honourably associate with Manchester men and 
women. These characteristics are reflected in that great 
organ of national repute, the Manchester Guardian, and 
probably the most important commercial paper of the day. 
The educational system of Manchester is designed to meet 
the continuous call from the industry and commerce of 
Lancashire for men, minds and ideas. This educational work 
peculiarly manifests itself in the University of Manchester, in 
the long sustained reputation of the Manchester Grammar 
School, in the fame of Rylands Library, in the Municipal 
College of Technology, Commercial Institutes, and other 
similar organisations. 


The government of this great human organisation, which 
we call the City of Manchester, is faithfully discharged by a 
Lord Mayor and Corporation, sustaining an honourable civic 
tradition and imbued with a high sense of public duty. 

The sense of civic responsibility of the citizens of Manchester 
is particularly refreshing to one who is practically a Londoner, 
and has been a powerful influence in the development of 
the city. 

I should also like from long personal experience to pay 
my tribute to the Manchester Chamber of Commerce, for 
many years recognised as one of the most important, most 
active and best organised in the British Empire. I have 
known personally its secretaries for the past 30 years, and 
the present occupant of the office is by no means the least 
brilliant in the succession. 


Mancuester District Socrery. 

To Incorporated Accountants Manchester is of particular 
interest. The Manchester and District Society was the first to 
be formed, and we congratulate the District Society, our hosts 
for this Conference, on over forty years of well directed and 
sustained activity. , 

One cannot catalogue in this Address the men who have 
done yeoman service —there will be other opportunities; but 
it is impossible to omit the names of two of my present 
colleagues. One is Frederic Walmsley, my senior pre- 
decessor in this chair, a former President of the Manchester 
District Society, and still a member of the Council of the 
Society and Chairman of its Disciplinary Committee. The 
other is Arthur E. Piggott, Honorary Secretary of the 
Manchester District Society from its commencement, and a 
member of the Council of the Parent Society. 

We also gratefully ‘recall the memory of the late 
Harry Lloyd Price, a former President, whose great intellectual 
and human gifts were ever at the disposal of Incorporated 
Accountants. 


Dears or Srr Artuur Warnyey, K.B.E., F.C.A. 

It is fitting that I should, on this occasion, refer to the 
lamented and sudden death of Sir Arthur Whinney, which 
occurred during his period of office as President of the 
Institute of Chartered Accountants. 

His death is a loss, both to the body of which he was the 
titular head and to the profession of accountancy. 

By the members of the profession, to whatever body they 
belonged, he was held in high esteem, and we extend our 
sympathy to the Institute of Chartered Accountants and to 
Sir Arthur's firm. 

To the wide problems of the accountancy profession he 
brought a liberality of thought and outlook, ripe experience 
and a ready mind. 

It is of interest for us to recall that the late Sir Arthur's 
father, also a President of the Institute, was one of the 
Committee which, many years ago, negotiated a tentative 
agreement with the Society, the failure to ratify which has 
been regarded as one of the missed opportunities in con- 
solidating the accountancy profession, an opportunity which 
has not since recurred. 

Tue Socrery. 

It is unnecessary to say more than that the progress of the 
Society is being maintained. The examination results show 
that the standard of the candidates remains at a high level. 
Free this year from the disturbing factors of last year, the 
percentage of passes is higher, and there has been no slackening 
of the high standard required. 


The membership of the Society stands at 4,800. I regard 
this figure as very satisfactory, particularly when we bear in 
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mind the severity of the examinations, and the fact that 
admission thereto is unrestricted to candidates having the 
education, experience and training prescribed by the bye-laws, 
a factor which, we are all agreed, is of the utmost importance 
to our Society. 


Brancues anp District Socrettes. 

Certain proposals put forward by representatives of District 
Societies are now being considered by the Council. The 
purpose is to strengthen the Branches and District Societies, 
and to see they are suitably housed and more adequately 
financed. 


I am glad to say that during the last eighteen months it 
has been found possible for the Vice-President, other Members 
of the Council, and myself to visit, with the Officers of the 
Society, and to accept the hospitality of many of the District 
Societies. Including the visits paid by my predecessor, Mr. 
G. 8. Pitt, it can be said that during the past two or three 
years every Branch and District Society throughout Great 
Britain and Ireland has been visited once, if not twice, by 
one Member of the Council or another. 


Sourn Arrica. 

The recognition of the status of the self-governing Dominions 
as equal partners in the British Commonwealth of Nations is 
a matter of satisfaction to all of us. Particularly, we recall 
those ties of sentiment and loyalty which unite the Dominions 
to the Crown and create an homogeneous entity of the Old 
Country and themselves, which we believe is for the advantage, 
the peace and prosperity of the whole world. It is, perhaps, 
hardly surprising that in the logical application of these 
developments there have arisen some practical problems, 
among which I must count the organisation of the accountancy 
profession in South Africa. This question has exercised the 
Council considerably during the past two years. 


In 1894-95 Sir James Martin visited South Africa and 
established the Society’s Branch, with which was merged the 
Institute of Accountants of the South African Republic. In 
1904 and 1909 measures were passed for the registration of 
accountants in the Transvaal and Natal, and for the 
formation of the Transvaal Society, and also the Natal Society 
of Accountants. Two voluntary bodies of accountants were 
formed in the Cape Province and the Orange River Province, 
but without statutory registration. In commenting on the 
passage of the Transvaal Accountants’ Ordinance in 1904, 
the Cape Times (the leading organ of public opinion in South 
Africa) paid a well deserved tribute to the part played by 
Incorporated Accountants, in the following terms :— 


The passing of this Bill is mainly due to the energetic 
and persevering efforts of the Transvaal Committee of 
Incorporated Accountants, whose aim has been to protect 
the interests of the public, and at the same time to avoid 
bringing in a measure that might be unfair to persons 
practising as accountants and who are not members of 
any recognised society or institute of accountants. This 
is the first statutory recognition of accountants and 
auditors in South Africa. 


The Society's South African Committee, to whom wide 
powers were committed by the Council, also continued to 
operate and to conduct the Society’s examinations with an 
increasing measure of success. 


Stimulated by a desire for improved organisation, but also, 
I regret, by a somewhat narrower spirit born of post-war 
conditions, the four provincial societies sought to obtain a 
measure for merging themselves into one body and for 
registration throughout the whole Union. For reasons, into 
which I need not go, that attempt proved abortive, but it 


started in South Africa a somewhat embittered and unfruitial 
controversy. During the last twelve months the Chartered 
Accountants Designation (Private) Act, 1927 (Union of South 
Africa), has been passed by the Union Parliament. In short, 
this Act authorised the use, by members of the four South African 
bodies of accountants, of the term ‘‘Chartered Accountant, 
South Africa.’’ I will refrain from commenting upon the 
ethics of appropriating a highly esteemed professional 
designation, the value of which has been built up on the 
professional work and reputation of others. I count it 
unfortunate, however, that inaccurate and misleading state- 
ments regarding Incorporated Accountants were made before 
the Committee of the Union Parliament, of which no notice 
was given us and to which we have had no opportunity of 
making a reply. I understand that outside the Act, a private 
agreement has been made to take into the Cape Society of 
Accountants all persons who claim to be in the accountancy 
profession. My advices lead me to believe that these 
admissions will be made on an extremely liberal basis, so 
far as professional qualifications are concerned. Whatever 
may be the effect of this legislation, I can only say that, with 
the advice and co-operation of our Committees, it is the 
policy of the Council to maintain our recognised position in 
South Africa and not voluntarily to withdraw the opportunity 
hitherto afforded to qualified persons of obtaining a world-wide 
qualification—that of Incorporated Accountant—of forty-two 
years’ standing. 

The Council have been able to meet from time to time 
in London representative members of the Society from 
South Africa. Mr. G. S. Pitt, my predecessor, was good 
enough to visit South Africa last year on behalf of the Council 
to deal with the situation—a very difficult situation—as it 
then existed. The Secretary is in weekly correspondence 
with the branches in Cape Town and Johannesburg, which 
he had the advantage of visiting in 1918 during war leave. 
So we are in close touch with professional opinion in South 
Africa. Further, I am glad to say that Sir James Martin is 
now on his way to South Africa as head of a delegation from 
the London Chamber of Commerce and the Associated 
Chambers here to the Federation of Chambers of Commerce 
of the British Empire, which meets this year in South Africa. 


Sir James proposes to visit our Committees and our 
members during his stay, in order to stimulate the interests 
of Incorporated Accountants in South Africa in their own 
welfare and in the opportunities for maintaining and enhancing 
the value of their membership. He intends to deal with the 
position from the standpoint of Incorporated Accountants in 
the Union, altogether apart from the recent legislation and 
other happenings in South Africa, to which I have already 
referred. 


Sir James, whose absence from this Conference we regret, 
takes with him the full authority and goodwill of the Council 
to convey greetings to our fellow Incorporated Accountants in 
the Union, and his visit will consolidate his invaluable work 
in South Africa of over 30 yeurs ago. 


AvsTRaLis AND THE ARGENTINE. . 

I am happy to report a noticeable development of interest in 
the Society on the part of members resident in the Southern 
Hemisphere. 

Some two years ago Mr. Arthur Baillieu, President of the 
Society’s Victorian Committee, negotiated with the Council in 
London certain proposals, with which he is now dealing in 
Victoria. We were impressed with the earnestness and loyalty 
of Mr, Baillieu in his endeavour to strengthen, through the 
Society’s membership, the Imperial ties between Australia and 
the Old Country. 
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“In South America, at the instigation of Mr. J. Monteith 
Drysdale, a meeting of members in Buenos Aires was held 
recently to discuss whether some form of local organisation in 
South America were practicable, and proposals are now under 
the consideration of the Council. 


It is my pleasure to express to those who have taken the 
lead in these matters the appreciation of Incorporated 
Accountants at home. 


THe Opportunities ror IncorporaTeD ACCOUNTANTS. 

I would like to invite your serious attention to the question 
of the future careers of our younger members. 

Prospects depend a great deal upon personality and other 
qualities, as well as professional qualifications. Sometimes 
our young men think it is difficult to find exactly the kind of 
opening they require. Now it has come to my notice recently 
that certain vacancies have been open to Incorporated 
Accountants, both at Home and in the British Dominions and 
Colonies—but mostly in the Dominions—which in my view 
offered considerable prospects, and to fill which it has been 
difficult to find appropriate candidates. This particularly 
applies to openings overseas, and I understand from quarters, 
other than accountancy, that there is a general lack of 
inclination on the part of younger men to go abroad. It may 
be alleged that the commencing terms and conditions are not 
altogether attractive, but personally I look on this question 
from the point of view of opportunities, and particularly in 
the light of the progress made by Incorporated Accountants 
who have taken their opportunities, and I will add, some 
risk, especially in regard to appointments overseas. 

I would also mention the commissions as Accountant 
Officers offered by the Royal Air Force for qualified members 
of the profession. 


On occasions of this kind I think it is expected of the 
President that he should deal with some question of public 
importance from the standpoint of our profession. 


I propose to discuss the problems of Imperial and Local 
Finance, which are of peculiar interest, complexity and 
difficulty. I believe that the public ventilation of these 
questions tends to create a healthy and well informed public 
opinion, and there is no audience to whom I can appeal more 
appropriately and sympathetically than to Incorporated 
Accountants. 

Nationat ExpENpITURE AND REVENUE. 

In a recent written Parliamentary answer, Mr. Ronald 
MeNéeill, Financial Secretary to the Treasury, gave particulars 
of the increase in National Expenditure per head of population 
since the war. The answer indicates that the expenditure per 
head of population was £4 6s. 5d. in 1913-14 and £18 12s. 6d. 
in 1926-27. (The full text of the answer and a note of the 
Revenue of the country for three years is given in Appendix A 
to this paper. 

On the Revenue side the total amount was approximately 
£200,000,000 in 1913-14 and £805,701,000 in 1926-27. The 
latter figure consisted of £402,047,000 from direct taxation, 
and £403,654,000 from indirect taxation, including motor 
vehicle duty and non-tax revenue. 


It will be seen, therefore, that the proportion between 
direct and indirect taxation for last year was approximately 
equal. The main items of the figure for direct taxation are 
from income tax, super tax, and death duties. With respect 
to death duties, this is a form of levy on capital with which 
we, as Incorporated Accountants, have a good deal to do, but 
not so much as the legal practitioners. I do not accept, 


however, the statement of a Leeds solicitor, made in my 
hearing recently, that an Incorporated Accountant was a 
gentleman who cheerfully accompanied him to London in 
order to demonstrate that the shares of a private limited 
company, which had never paid less than 25 per cent. 
dividend, and which were represented by assets three times 
over, were worth par and no more. To avoid misunder- 
standing I hasten to say that the statement was made ina 
post prandial oration, and was intended to be taken 
humorously. 


I would observe that the expenditure of the huge totals, 
which I have indicated, compare with a maximum expenditure 
in any pre-war year of approximately £200,000,000. The 
reasons for this enormous increase in expenditure are well 
known tous, and I should be the last to deny that much of it is 
justified by reason of both our internal and external national 
obligations. Further, we must not lose sight of the fact that a 
considerable part, although I do not say all, of the expenditure 
incurred by the State and local authorities is essential to create 
those conditions, and sustain those services, without which the 
well-ordered business life of this country could not proceed. 
But we cannot escape from the economic effect of this 
enormous Government expenditure, swelled as it is by the 
expenditure on municipal services. Whatever can be said 
to justify much of the expenditure, I am sure that from the 
point of view of business men, manufacturers and citizens, a 
good deal more can be said for its drastic reduction. Knowing 
as we do from our individual experience, the tremendous 
handicap which rates and taxation place upon trade and 
industry. I think it right that I should place on record 
what I believe represents the consensus of opinion among 
Incorporated Accountants. 


AccounTANTSs AND THE REVENUE. 


The forms of taxation with which we are most intimately 
connected are income tax and super tax, and rarely a day 
passes in which we are not concerned with some problem or 
another relative thereto. There is no other country in the 
world where direct taxation is so high; there is no other 
country where the law is so well and, on the whole, so 
equitably administered and so rigorously enforced. I say, 
without fear of contradiction, however, that this would be 
impossible without the services of the members of our 
profession. 


If the Incorporated Accountant recognises that his duty 
to his client is to see that no more is rendered unto Cesar 
than is lawfully due, he also realises that his obligation to 
the State is such that he can be no party to anything in the 
nature of fraud or evasion. In view of this can it be said 
that the position of the professional accountant is adequately 
recognised and safeguarded? I suggest that such recognition 
and protection is not afforded, and that in the interest of the 
State and the community it should be. 


What occasionally happens in practice is something like 
this. The professional accountant, in the course of his 
investigations, discovers an item or items that, properly 
treated, would add to the amount of taxable profits, and calls 
his client’s attention to it. Ina small number of cases the 
client will not agree, and the only course open is for the 
accountant to retire. In some quarters it is suggested that 
it then becomes the duty of the accountant to cause the 
Revenue to make inquiries, or even that the accountant ought 
to lay the facts before the authorities. I am sure, however, 
that such contentions will not be accepted by Incorporated 
Accountants, for the relations between us and our clients 
are confidential, and must remnain so. On the other hand, 
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I do suggest, where there is a change of accountant, that 
inquiry should be made by the Inland Revenue Authorities, 
particularly if the superseded accountant is known to be an 
honourable practitioner. 

There have been referred to me lately a great number of 
complaints by Incorporated Accountants as to the action 
of individual Inspectors of Taxes. It is always difficult to 
express an impartial opinion on each case, because one does 
not know the whole facts, but I will now endeavour to deal 
with the question generally. We are all familiar with the 
requisitions issued from the Inspectors’ offices, which tend 
to become longer and longer and, like Tennyson's brook, 
seem to goon forever. We are sometimes apt to complain 
that where we have prepared a set of accounts, or done a 
complete audit, we still have to reply seriatim to those 
formidable questionnaires. Undoubtedly, a great many of 
them are unnecessary, and, in my experience, are mainly 
issued by junior inspectors who are less experienced than 
others. 

But let us put ourselves in the place of the Inspector of 
Taxes, and imagine that we have no knowledge of the matter 
except that disclosed by the accounts before us. It is our 
business to satisfy ourselves that all revenue has been 
included, and that the items of expenditure are proper from 
& tax point of view—and we all know how different that can 
be from commercial usage. Supposing, for the sake of 
example, that there is no computation prepared by the 
accountant in charge. Faced with such a situation as that, 
what should we in all fairness do but ask questions? Again, 
the attitude of the Inspector must necessarily be influenced 
by the form of the certificate which the accountant in charge 
attaches to the accounts submitted to the Inspector, or the 
absence of it. Is it a complete certificate? It is a 
certificate given with reservations. Incomplete certificates 
do not, of course, necessarily imply a doubt, but merely 
indicate that the accounts have been prepared within 
the limits of the material available, or of the investigation 
which the accountant has been requested to make. I ask, 
are we always prepared to give an unqualified certificate, and, 
if not, is it unreasonable of the inspector to satisfy himself 
in regard to the limitations implied in the form of our 
certificate? If we can take the responsibility of giving a 
certificate without reservation, then, I say, we are in a strong 
position to deal with questions of the Inspector. 

May I ask my audience another question? Have they never 
been deceived ? Has a suggestion never been made to them, 
at Kingsway or elsewhere, that inquiries in certain directions 
would elicit the fact that certain deposit accounts, of which no 
trace appeared in the books, would be disclosed? This 
suggestion, as we know, is generally followed by a request for 
& personal interview with the client, at which the usual form 
is produced, containing the statement made in the House of 
Commons in reply to questions, that a full disclosure by the 
taxpayer would avoid the most serious consequences. 


In the case of a taxpayer whose record is a clean one, and 
the accountants are people of repute, it should not be necessary 
to address requisitions on the system of accounts ins alled by 
the accountant, as this isa matter for which the accountant 
should take full responsibility. I do know from my own 
experience, however, that professional accountants have been 
deceived by taxpayers who wish to avoid taxation by not 
recording receipts in their books. The Inland Revenue 
Authorities are well aware of this practice, and one has to bear 
in mind that many of their questions are directed to reducing 
this risk. 

It is my experience, over a fairly wide area, that Inspectors 
of Taxes generally are doing difficult and responsible work, with 


the desire to work on friendly lines with the members of our 
profession, and that the number of those who are not easy to 
deal with is extremely low. My advice to all practitioners, in 
this small minority of cases, is to see the Inspector and have a 
frank talk with him. If no satisfaction can be obtained, then 
the matter must go before the Commissioners: but of course 
a case should only go to Somerset House when it is a very 
strong one and the circumstances do not yield to any other 
treatment. 


Tue Strate or Traps. 

That there is a close connection between the high rate of 
Imperial and local taxation and the state of trade, industry 
and commerce cannot be denied. Having regard to the 
circumstances of the Wor/d War, the losses entailed and the 
world wide dislocation, it is at any rate a matter for sincere 
congratulation that the standard of living of the bulk of the 
population has been maintained and in many respects improved. 
The present figures of unemployment, however, are very 
unsatisfactory, and it would appear that a very large number 
have been so long unemployed that they are likely to be 
unemployable. Unemployed youth is a terrible problem with 
appalling possibilities in the future. The solution of the 
problem is yet to seek, and will continue to test severely the 
qualities of our statesmen. 


There are certain factors concerning post war trade which 
are very important. An analysis of the unemployment returns 
shows that the largest amount of unemployment is in certain 
industries, such as coal, iron, steel, shipbuilding, cotton, 
&c., which we have always properly regarded as our staple 
trades. If you draw a line across the map of England from 
the Humber to the Bristol Channel, it will be found that, in the 
main, the greater unemployment is in the upper half, and a 
comparatively small amount of unemployment in the lower 
half. 

The explanation appears to be that, since the war, a large 
number of industries have sprung up in the Southern Midlands 
and South of England, and that these industries are prosperous 
with little unemployment. The bulk of these newer industries 
supply the home market. The problem presented, therefore, 
is one of great difficulty, in so far as the depressed trades are 
mainly those upon which we have been dependent in the past 
to maintain our export trade, and to provide for payment of 
the importation of essential raw materials and food stuffs. 


The long story of depfession in the staple industries is a 
melancholy one. There has been an inclination—a marked . 
inclination—to attribute it to factors which may reasonably 
be regarded as transient, and to believe that when these 
factors have passed away something like pre-war trade 
conditions may be re-established. Some of these have already 
partially disappeared, some unhappily not. 

Without being pessimistic, I am inclined to the view that 
we must take into account, besides the factors which I have 
specified, more permanent economic changes—some of them 
accentuated and some brought about by the war, others by 
technical changes. I think the more permanent factors in 
the economic situation have been somewhat overshadowed 
by the visible influence on trade exerted by the temporary 
factors. The subject is too long to be pursued in detail, but 
I think there is something to be said for the view that we are 
moving to a new trade equilibrium, or equilibria, and the 
transition period is necessarily uncomfortable. I say equilibria 
because the rapid changes in mechanical and scientific 
invention, and in taste and demand, foreshadow economic 
movement at a much greater rate than in the past. But we 
may take hope in meeting these changes. Our capital and 
Empire resources are immense, our credit is high, and our 


7. Po ee 
— —=—====<=<=<=={&=={=_===a=ia{au_Ea_a=an=—eE—EeEeEeEoE—eeEoEeEeEee—e——E—E—E—EEoE—EEE————————E—E—E—E——EE—————————— eee 
my 
as a 
n in 
nited 
cent. 
imes 
ider- 
ina 
aken | 
tals, 
iture 
The 
well 

it is 
onal 
ata 
iture . 
eate 
1 the 
eed. 
this | 
the | 
said 
1 the 
1s, & 
wing : 
dous 

and 
cord 
10Ng 
tely 
day 
n or 

the 
ther 
, £0 
say, 
| be 

our | 
luty 
psar 
n to 

the 
said 
tely 
tion 

the 

like 

his | 
erly 
alls 

the 
the 
that 
the 
ight 
ver, 
ated 
ents 
ind, 


18 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


[Ocroser, 1927. 


overseas investments are a useful source of National income 
from past savings, which assist us to maintain a high 
standard of living, and, I hope, to extend the area of foreign 
investment. 


Tue RELATION BETWEEN TAXATION AND THE StaTE or TRADE. 

Having considered the present position of industry, one may 
well ask what relation there is between high taxation and 
the state of trade, particularly foreign trade? Do taxtg 
particularly income tax, affect industry? The Sileon Report 


rs ee tae 279 rs 
pays particular attentior, ‘to this, and the sum of that 


Committee's ¥Kiciusions is somewhat in the negative. 
It must be conceded that taxes upon profits can only be 


levied when profits are made, and theoretically, therefore, it 
is only the distribution of the profits which is affected by 
taxation. At the same time it must be admitted that the 
assessment figures for income tax frequently differ widely 
from those of profits available for dividend. Again, the 
fact that these large sums have to be paid out in cash do, 
in fact, affect the finances of the various firms. Another 
factor, as it appears to me, is that if a sum of money, 
amounting to hundreds of millions, has to be paid arbitrarily 
to the State instead of being expended or reserved by the 


persons who would otherwise have retained it, this must mean” 


a certain amount of dislocation. 


It will be observed that I do not place the matter higher 
than dislocation. I am compelled to agree with our brilliant 
colleague and fellow member, Sir Josiah Stamp, that a 
considerable amount of the moneys extracted by taxation 
filters back into trade and industry. As an example I would 
quote Old Age Persons, and point out that the recipients expend 
practically the whole of their pensions on necessaries and 
thereby distributors and producers are advantaged. 


The cry for economy is not a ‘‘ stunt,” but has the weight 
of business opinion behind it. At the same time it must be 
remembered that the progress of civilisation demands services 
in one generation which were undreamt of in the previous 
generation, and that it would be impossible to go back to the 
ideas and ideals whicb sufficed for our predecessors. The 
question thus arises as to how it is possible to secure economy 
in public administration, and by economy I do not mean 
penuriousness, but wise expenditure having regard to the. 
circumstances of the time. In my view, unless undertaken by 
the Government itself, it is quite impossible for the House of 
Commons to exercise any real control over expenditure. 


_ The Public Accounts Committee have rendered great 
service, but their criticism takes place after the event. The 
procedure of the House prevents any discussion on a vote 
other than that particular vote, and therefore it is impossible 
to get any control by the only reasonable means, namely, by 
rationing. I venture to suggest that, if the House is to 
exercise any real control over finance, the procedure must 
beamended. It is obviously proper that no rmendment to 
increase expenditure should be allowed to be moved by 
persons who have not the responsibility for finding the 
money, but there should be opportunities for reasoned and 
reasonable reduction. 


Rates anp Inpustry. 

If the question of the effect of taxation upon industry is 
a matter of dcubt, there can be none that rates are a direct 
charge upon production. In a previous address I called 
attention to what might be termed ‘‘small’’ business as 
opposed to “‘ big’’ business, and these remarks were accorded 
a considerable measure of publicity. The problem of rates 
affects both classes of business, but presses more hardly upon 
small businesses, although the real distinction is between 


classes of industry rather than between the particular size 
of the units. The rise of rates in this country has been 
remarkable, as the following figures will show. 


The following is a note of the total amount of rates 
collected, of the average rate in the £ of assessable value, 
and of the total assessable value of all rateable property :— 


Total , > tot anid Rowe Reta in of Sumas Wee 
? Assessable _ Rateable ? 4 

1913 £71,276,000 

ae srg nyt 1913/14 6s. 83d. | £211,568,000 
peace 1920/21 13s. 34d. | 223,660,000 

1922 170,872,000 1924 12s. 14d 996. 465.000 

1923 157,273,000 _ - - ’ ’ 

1924 143,275,000 


It will be seen that the amount of total assessable value 
has not risen very materially so far as the latest figures 
are available, although individual assessments may have been 
raised considerably. 


The first volume of the Report of the Balfour Committee 
on Industry and Trade throws considerable light upon the 
effect of rates and social charges on industry. The term 
‘*social charges ’’ includes the cost of National Health and 
Unemployment Insurance and Workmen’s Compensation. 
I do not desire now to deal with social charges, but as in some 
of the illustrations the cost is not expressed, it is necessary to 
include them. 


(1) An iron and steel] manufacturer producing combined 
products found that the cost per ton for rates and social 
charges was Is. 6d. in 1913 and 4s. 114d. in 1923, an increase 
of 231 per cent. 


(2) Another, producing steel from coal and ore, found that 
the burden was 3s. 3d. per ton in 1913 and 10s. 3d. in 1923, 
an increase of 215 per cent. 

(3) In coal mining—taken over a wide area—the figures 


are as follows :— 
Relative figure for 
1924. 


1913. 
Percentage of Cost: 
Rates .. “ _ 1.64 4.08 
Social Charges - 1.92 6.16 


(4) The following is quoted asa telling illustration of the effect 
of rates (excluding social charges), especially having regard to 
(a) increase in assessments, and (b) reduction of output (given 
by the President of the Crucible Steel Makers’ Association) :— 

Local rates for year ended June 30th, 1914, 9s. 6d. in £, 
June 30th, 1924, 18s. 8d. in £. 


Increase in assessment of premises, 46.4 per cent. 


Cost per ton of crucible steel on actual output— 
June 30th, 1914, 3s. Od. per ton. 
June 30th, 1924, 21s. Od. per ton. 


Cost per ton if working full capacity— 
June 30th, 1924, 6s. 8d. per ton. 


Even if the output in 1923/24 had been the same as that 
in 1913/14, the cost of local rates per ton would have been 
more than doubled on account of the increased assessment of 
the factory premises and the rise in the level of rates per £. 
As the factory was actually working only one-third of its 
capacity in 1924 against 95.5 per cent. in 1914, the amount 
of rates borne by each ton of the product rose to the 
remarkable figure of 21s. 
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The tragedy is that while rates have increased enormously, 
output in many industries unhappily has been reduced 
severely and the weight of the overhead burden for rates on a 
unit of production has been increased both ways. Rates have 
become higher, output small, costs increased, and the power 
to compete has been lost. This has been particularly 
manifested in Shipbuilding and Coal Mining. I have had 
statistics placed before me of a striking character, the epitome 
of which is given in the following illustrations. I am indebted 
to Incorporated Accountants for this information, and I 
should like to say that the statistics are a model of 
competency in Costing and indicate in a practical manner the 
value of this branch of our professional work as bearing 
upon the relation of public affairs to industry and trade. 


1.—Between 1919 to 1926 in a particular shipbuilding 
yard the total rates paid per vessel built varied between 
£470 and £3,383, while the corresponding figure per ton 
dead weight output was 104d. and 7s. 84d. 


2.—In another yard the rates per vessel in 1913 were 
£268, in 1926 £3,182, and the corresponding figures 
per ton dead weight were 84d. and 7s. 5d. 


3.—In a third case the total rates per vessel built in 
1912-1913 were £89 5s. with a total rate dead weight 
per ton of 3d., and in 1922-1923 the figures were £2,161 
and 5s. 64d. 


4.—In another yard the rates per vessel in 1914 were 
£246, or 63d. per ton; in 1924-1925 the figures were £1,850 
per vessel, or 4s. 6}d. per ton. 


5.—In coal mining in the year 1925-1926 the cost of 
rates per ton varied in different parts of the country from 
1d. to 6d. per ton. 


In reading these figures we must remember that these 
industries have been working at the smallest margin of profit, 
or even at a loss, and every item in the burden of overhead 
charges must be regarded not merely as a proportion of the 
total cost of production, but as a percentage of loss of profit 
or a percentage of actual loss incurred. The cumulative 
effect, as we can realise, is very serious. 


The point I desire to discuss in this connection is how far 
local authorities are responsible for this rise in rates and how 
far the position bas been brought about by tbe action of 
Parliament. If we can come to clear views on this question 
it may perhaps assist in finding the remedy for a state of 
affairs which has become, in some areas, intolerable. Now I 
want to except from this survey well known boroughs and 
other bodies in which the machinery of local government has 
been used for purposes other than those intended by the 
various Acts of Parliament governing them. I refer to those 
areas in which this machinery has been used for the express 
purpose of pushing forward particular economic views rather 
than the ordinary administration of the area and relief of 
poverty. The local authority should, of course, be a fair 
employer, but the machinery must not be used for the 
express purpose of setting up a false standard. The dust- 
man’s wages must not exceed by 50 per cent. the trade union 
rate for skilled engineers. Leaving aside these extreme cases 
as quite abnormal, let us take for our purpose an ordinary 
authority which endeavours to administer wisely and 
economically. My personal experience, for more than a 
quarter of a century, is confined to that of a county council, 
and for some years as chairman of its finance committee. 
The problems of that particular body are very much the same 
as that of any other county council or borough council. 
Of the expenditure which the council makes, how much is 
really within the control of the members? Some years ago 


I had taken out for me by the county accountant an analysis 
of the expenditure, and it was found that only something 
like 214 per cent. was really within the control of the council. 
The figures for 1926-27 show that the total revenue expenditure 
of that council was £572,000 (approximately), of which 
£517,000 (approximately), or 90 per cent., was practically 
controlled by the Government. By control I mean that the 
expenditure is incurred in the exercise of powers and duties 
imposed by Acts of Parliament, and the net cost is chargeable 
to the rates and/or subject absolutely to the approval of a 
Government Department prior to payment of grant in aid. 


(Notes on different items of expenditure are given in 
Appendiz B.) 


Having regard to the small percentage of total expenditure 
over which the councils can exercise control, the principal 
cause operating to produce the increase in expenditure and 
the amount of rates Jevied is not far to seek. It is generally 
due to the burdens placed upen the local authorities by the 
Imperial Government without adequate financial provisions 
being made. (A schedule of items relating to county councils 
is given in Appendiz C.) There is also the tendency, which 
is becoming marked, and which may become more acute if 
the Chancellor of the Exchequer is subjected to greater 
pressure, to pass on to the ratepayer the expenditure now 
met from Imperial sources. The reduction in payment by the 
Chancellor is termed an economy, but as a matter of fact 
the total expenditure remains the same, only the amount is 
collected under the heading of ‘‘ rates” and not as “‘ taxes.” 
A schedule of the Acts of Parliament which have come into 
operation since 1914 and which entail some financial 
consequences is a startling one, and fresh Acts of Parliament 
of this character are passed in every session of Parliament. 
This subject was dealt with in a most exhaustive manner by 
Mr. C. D. Johnson, the President of the Institute of Municipal 
Treasurers and Accountants (Incorporated), in his Presidential 
Address at Eastbourne in June, 1927, and a perusal of that 
address will well repay all who are interested. In this address 
he quoted a statement by the Chancellor of the Exchequer 
when replying to the debate in the House of Commons on the 
Budget resolution just before Easter, when he said :— 


‘I have trigd to deal with the economy proposals in 
the discussion, and one thing I should have liked to have 
heard would have been some suggestion to the local 
authorities that they might try to economise in their own 
sphere. At present they are encouraged to spend as 
much money as they can by the hope of getting an equal 
sum as a percentage grant from the National Exchequer. 
It is the ordinary way in which you raise a subscription. 
‘Our valued friend, Mr. So-and-so, says he will give 
£1,000 if all the other persons present will contribute an 
equal sum.’ It is one of the best known recipes for 
getting up a subscription, or for forcing up expenditure. 
The theory is that while all expenditure by the central 
Government is criminal and wrong, all expenditure by 
local authorities is bound to be beneficial and ought 
to be encouraged. For my part, I think it is a most 
unpleasant position for the Chancellor of the Exchequer 
and the Treasury to be placed in—not to know from 
year to year what sums of money he is called upon to 
find ; to have decisions taken by local authorities all over 
the country, over which he has nos the slightest control, 
by which the fortunes and the character of the central 
Budget are governed. If these local authorities, in despite 
of the most earnest wishes of the central Government, 
push up their expenditure, the national expenditure must 
rise accordingly, and Parliament and the Press will abuse 
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and criticise the Government of the day for that very 
rise of expenditure.” 


Mr. Johnson remarked, with reference to this, and I cordially 
concur: ‘I venture to say that this is hardly fair to the local 
authorities; such a statement coming from such a quarter 
emphasises the need for a re-statement of the case.”’ 


If we agree that rates operate as a direct charge upon 
production, and that the great need of this country is a 
considerable increase in export trade, the necessity for a 
solution of the problem of the relations between Imperial 
and local finance will be at once conceded. The problem is a 
most difficult one. Commission after Commission has sat 
upon the question, but the remedy, though suggested by 
those Commissions, has not at present been applied. 


I do not desire to go at length into the very vexed question 
of block grants against percentage grants. The principal 
difficulty in local administration is to meet expanding and 
uncontrollable expenditure with a fixed sum of revenue. If, 
however, an equitable basis of adjustment can be found, this 
may contribute towards the solution. What does appear to 
my mind to be necessary is a more clearly defined line 
between national, semi-national and purely local services, and 
an equitable division of the expenditure between the Imperial 
and local authorities in relation to such services. 


At the conference, to which I have previously referred, the 
Right Hon. William Graham, M.P., Financial Secretary to 
the Treasury in a previous Government, made a suggestion 
as follows :— 


‘*T should like to see a small body of capable men and 
women appointed, not to start taking fresh evidence on 
this question because you have loads of that at your 
disposal, but briefly and quickly to summarise for the 
Chancellor of the Exchequer, who is like every other 
member of the House of Commons, urgently requiring 
education, the recommendations of the Royal Commission, 
the central proposals of the Kempe Committee in 1914, 
indicating how far they have been modified by post war 
conditions, and also the evidence and the recommendations 
of the draft report of the Meston Committee, even if that 
Committee were never called together again. I should 
have that done rapidly and easily @nd, of course, by 
competent people.” 


There are among members of this Society many who are 
recognised as authorities on this particular question, and it 
would be an advantage to the whole community if such a 
Committee were set up and advantage were taken of the 
well known abilities of those colleagues of ours as members of 
that Committee. 


ComMMERCIAL ARBITRATION. 


The subject of the Law of Arbitration has been receiving a 
good deal of attention during the current year. The report 
of Mr. Justice Mackinnon’s Committee is now under the 
consideration of the Lord Chancellor, and it is expected that 
a Bill will be introduced in the session of 1928 either to 
amend the Arbitration Act of 1889 or to repeal and re-enact it 
in an amended form. 


At the meeting of the Federation of Chambers of Commerce 
of the British Empire, Cape Town, the report of a Special 
Committee on Commercial Arbitration within the Empire will 
be presented by Sir James Martin. It is hoped that this 
report will tend to popularise arbitration in disputes and 
differences between commercial men. One of the difficulties 
of arbitration is that the appointment of two arbitrators, one 


who may or may not sit with the arbitrators, makes 
arbitration too costly and too uncertain. It is hoped that 
representative bodies like the London Court of Arbitration 
will set up panels of qualified arbitrators who may be 
empowered to sit alone, and that qualified Incorporated 
Accountants will find their services to be required as members 
of these panels to be available for appointment by selection 
committees. 


In my address I have attempted to deal with our domestic 
affairs as Incorporated Accountants and with some aspects of 
our public responsibilities. As Presidential Address succeeds 
Presidential Address, so problems lead to opportunity, oppor- 
tunity to endeavour, endeavour to accomplishment. I ask for 
the spirit of adventure among our younger men and the 
enrichment of our professional and intellectual heritage. The 
work of the Society calls for sustained intellectual stimulation, 
painstaking endeavour, and the desire to contribute our 
experience and knowledge to the advancement of our 
profession. 


The accountancy profession is a dynamic force in the world 
of affairs, of industry, commerce and finance. I believe that 
in the future, as in the past, Incorporated Accountants at home, 
in the British Dominions and Foreign Countries will face their 
problems, accept their responsibilities, and rejoice in their 
accomplishments with credit to themselves and with honour 
to their profession. 


Presidential Address— Appendix A. 
NATIONAL EXPENDITURE AND REVENUE. 


(a) ExpenpiTuRe. 


In a recent written Parliamentary answer Mr. Ronald 
MeNeill, Financial Secretary to the Treasury, gave the 
following particulars of the increase in national expenditure 
per head of the population since the war :— 


‘*The population for the year 1913-14 included the 
whole of Ireland and totalled 45,713,000. For 1926-27 
Southern Ireland was excluded, and the number was 
45,227,000. 


‘* The expenditure under the various heads was :— 


Per head of Population 

1913-14. 1926-27. 

Consolidated Fund Services 2016 4 £9 5 2 
Fighting Services .. we « 8333 0 211 8 
Civil Estimates - os a ee 5 6 4 
Revenue Departments o- » 68 8 19 4 
Total £4 6 5 £1812 6 


**Under Consolidated Fund Services, the National 
Debt rose from 10s. 84d. to £8 7s. 5d., and the Road 
Fund from 744. to 7s. 8d.”’ 


“With regard to Civil Estimates, the cost of Education 
increased from 8s. 64d. to £1 2s. 114d. per head; Old 
Age Pensions and Widows’ Pensions from 5s. 74d. to 
15s. 2d.; Ministry of Pensions from nothing to £1 83s.; 
and Ministry of Labour and Unemployment grants, and 
Insurance from 3}d. to 7s. 114d.” 


by each side in a dispute, who in turn nominate an umpire 
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(B) Princirat Sources or Revenve. 
For the three years 1924-25, 1925-26, and 1926-27 the 
revenue of the country was collected as follows :— 
1924-1925. 
z £ 
(a) Direct Taxation 439,066,000 
(b) Indirect Taxation, ineluding 
Motor Vehicle Duty 


(c) Non-Tax Revenue .. 


250,636,000 
109,734,000 
— 360,370,000 


£799,436,000 


1925-1926. 
£ £ 
(a) Direct Taxation .. 428,441,000 
(b) Indirect Taxation, tehidies 
Motor Vehicle Duty .. 


(c) Non-Tax Revenue .. oe 


256,103,000 
127,518,000 


383,621,000 
£812,062,000 


1926-1927. 
£ £ 
(a) Direct Taxation .. 402,047,000 
(b) Indirect Taxation, including 
Motor Vehicle Duty .. 


(c) Non-Tax Revenue .. 


261,886,000 
141,768,000 


403,654,000 
+» £805,701,000 


Presidential Address—Appendix B. 


NOTES ON SOME ITEMS OF EXPENDITURE 
INCURRED BY LOCAL AUTHORITIES NOT WITHIN 
THEIR CONTROL. 


Po.ice. 


The pay and allowances are settled by the Home Office, and 
the same applies to pensions and other police expenditure. 


Hiocuways anp Bripors, 

Here the authority of the State is complete. Expenditure 
up to a certain standard must be made in respect of classified 
roads before grants from the Road Fund can be received by 
the council, and the road surveyor is controlled by the 
Government if a proportion of his salary is paid by them. It 
cannot be said that there is anything like a free market in the 
materials used in road contracts or maintenance, and wages 
are generally settled by the Whitley Council. 


Exrementary Epvcarion. 

There is little possibility of control, and this is not a matter 
of complaint but a statement of fact. The Burnham Scale 
was adopted without the consent of the local authorities, and 
has been enforced as a condition of grant. 


UNEMPLOYMENT SCHEMEs. 

These schemes are carried out primarily to relieve unemploy- 
ment, which is a national and not a local ‘‘disease.”” The 
contributions by the central Government are altogether 
inadequate. Time will not permit a detailed examination of 
the matter, but one example will probably suffice. For the 
cost of a new arterial road running through the area of a local 
authority the Ministry of Transport will pay 50 per cent. of 


the cost, leaving the remainder to be borne by the local rates. 
Such a road may be of little benefit to the county, being 
mainly used for through traffic. 


Hovusine. 


Under the 1919 Housing Act, the Government undertook to 
bear the cost of housing schemes after a charge equal to a 
penny in the £ had been met by the local authority. 
Bat under the 1923 and 1924 Housing Acts, the Government’s 
share of the large deficiency was limited to £6 per house for 
20 years under the former Act, and £9 per house under 
the latter. 


Pusiic Heatra. 


Local authorities have been called upon to carry out 
extensive schemes for maternity and child welfare, and for 
the treatment of tuberculosis, and to charge on the local rates 
50 per cent. of the very substantial costs thereunder. 


Presidential Address—Appendix C. 
EXPENDITURE INCURRED BY COUNTY COUNCILS. 


Schedule of items of expenditure incurred :— 

(a) In the exercise of powers and duties imposed by Acts 
of Parliament, where net cost is chargeable to the 
Rates, and/or 

(5) Subject absolutely to the approval of a Government 
department prior to payment of grant-in-aid. 

Road fund licences administration. 

County council elections. 

Registration of electors 

Venereal diseases scheme. 

Collecting officers’ remuneration. 

Prison pensions. 

Probation of offenders. 

Police— 

Pay and allowances. 
Pensions. 
Other police expenditure. 
Highways and bridges— 
(Classified roads and bridges). 
Payments to urban authorities in respect of main 
roads ‘* maintained” by them. 
Bridges (1 and 2 class). 
Rural main roads (1 and 2 class). 
Special bridges (1 and 2 class). 
(Unclassified roads.) 
Rural main roads the expenditure on which is met 
(as to a part) by grant from the Road Fund. 
Mentally defective. 
National Insurance Act— 
Treatment of tuberculosis. 

Maternity and child welfare. 

Small holdings (land settlement schemes). 

Midwives Acts. 

Mental Hospital— 

Maintenance and Repairs. 
Elementary education — 
Teachers’ salaries. 
Other elementary education expenditure. 

Higher education. 

Blind Persons Act (scheme subject to approval of 
Ministry of Health, but no grant payable except in 
special circumstances). 

Tuberculosis (D. of A.) Order, 1925. 

Unemployment schemes. 

Housing and Town Planning Acts. 
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Gducation and Registration for 
the Profession. 


A Lecture delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Mr. WALTER HOLMAN, 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. E. Cassteron Exuiorr, 
Incorporated Accountant. 


Mr. Hotman said: It is a truism to say that in any 
organism which lives a process of evolution is constantly 
going on whereby the organism develops its own life and: 
adapts itself to its environment. That such a process is 
going on in the accountancy profession was made apparent at 
the International Congress of Accountants held in Amsterdam 
last year, and my purpose to-night is to bring to your notice 
some of the points which were raised in the papers on 
education for the profession and legislation for the profession, 
and in the discussions which followed the reading of the papers. 


At the outset a word or two about the Congress itself may 
not be out of place. The Congress was attended by 
representatives of nineteen different countries, and it was 
important because it expressed the growing consciousness on 
the part of accountants in many countries of the essential 
unity of their functions and the desirability of a measure of 
uniformity of practice. Organised by Dutch accountants, 
the Congress was presided over by Mr. van Dien, and, as you 
are aware, the Council have recently conferred on him the 
Honorary Membership of the Society as a tribute to his 
professional position in the accountancy world and to his 
personal work and character which contributed so largely to 
the success of the Congress. 


It will be understood thas I am dealing with the subjects 
of education and legislation in the light of the Amsterdam 
discussions. It follows naturally, therefore, that from time to 
time I shall refer to the proceedings at the Congress and that 
I shall not deal with some phases of the subjects, and 
particularly in regard to education, which were not raised at 
Amsterdam. 


EDUCATION FOR THE PROFESSION. 


Papers on Education were submitted by Mr. E. E. Spicer, 
F.C.A., of London, by Professor J. T. Madden of New York 
University, and by Mr. Ellesof Amsterdam. Quite naturally, 
each of them dealt with the subject from the point of view of 
his own country, but the fact that in essentials they were 
very much in agreement is significant and important. Very 
briefly summarised, Mr. Spicer’s recommendations are that 
prior to entering upon articles an intending candidate should 
undergo a fairly searching test of knowledge in the theory of 
book-keeping and accounts, the general principles of the law 
applicable to commerce, and general commercial knowledge, 
including the principles underlying the money market and 
the conduct of large businesses such as banks and insurance 
companies. In other words, Mr. Spicer advocates as a 
condition precedent to articles a standard practically equal to 
that required by the Intermediate examination of the Society. 
He also suggests that articles should not be entered into 
before the age of nineteen, and that independent practice 
should not be allowed before 24 or 25; that articles should 
not be for less than three years, and that two further 
examinations should be passed as at present before qualifying. 
Now the time at my disposal will not permit me to give you 


of his recommendations, nor can I deal at any length with 
the other papers on the subject, but I want to put before 
you a brief résumé of them before dealing with the subject 
in the light of these papers. 


System or Trarnine in THE Untrep States anp my HoLiann. 

In America the profession is organised on lines different 
from those which obtain here. Licences to practise as 
Certified Public Accountants are granted by the various 
States, and the examinations which must be passed before 
such licences are granted are directed and controlled, not by 
the profession, as with us, but by each State of the Union. 
In addition, there are two voluntary bodies which have a 
nation-wide influence, namely, the American Institute of 
Accountants and the Society of Certified Public Accountants 
of the United States. In our own country the apprenticeship 
system has been the foundation of the training for 
accountancy, but in the United States the development bas 
been different, and schools of commerce, accounts and finance, 
for the most part in connection with the universities, have 
been founded for the purpose of training for business life and 
for accountancy. The courses of these schools cover a very 
wide field, and Professor Madden advocates an extension to 
include economics applied to commerce and to politics, 
factory management, finance, both public and private, and 
some elementary knowledge of chemistry and physics. A 
fairly wide programme this, and the point I want to emphasise 
is that this suggested extension of the training is to precede 
specialised practical training. 

The system of training in Holland is somewhat different 
from either of the others. Before becoming a student, or 
assistant of the particular institute, the applicant, in addition 
to passing a general educational examination or producing 
evidence of having passed one of equal degree, bas also to 
obtain a diploma for book-keeping, including the balancing of 
books and the preparation of final accounts. In passing, I 
would point out that the Preliminary examination comprises 
four languages, as well as algebra and geometry, geography, 
history and economics. The subsequent training for the 
profession is divided into courses: The first is called 
‘« Administrative Statistics and Theory of Organisation,” and 
the second ‘‘ Control,” and on each the examination is oral as 
well as written. After these have been passed the candidate 
has to specialise in a subject of his own choice and pass an 
oral examination thereon. Only then is he considered fully 
qualified. 


Review or Bririsn System or TRarnino. 

Now the impression left on me by a study of these three 
papers is that the recommendations of Mr. Spicer, if adopted, 
would add to the English practice the principles of the 
training systems of these other countries while maintaining 
the present system of articles of clerkship and service under 
bye-laws. Both in America and in Holland a considerable 
amount of theoretical knowledge of book-keeping and 
commercial knowledge is required before the practical 
training is commenced. With us the practical training 
commences first, and if the student is dilatory the acquiring 
of his theoretical knowledge may be postponed until a few 
months before he sits for his Intermediate examination, 
though at his peril! That way may produce success in 
examinations but it will not promote 100 per cent. efficiency, 
and I am going to suggest that in his paper Mr. Spicer 
is pointing out the direction in which development must 
inevitably take place in regard to the training of accountants 
in the future. 

I think the apprenticeship method of training has amply 


_ the very cogent reasons which Mr. Spicer advances in support 


justified itself in the past and in its essential features should 
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be retained. But the increasing range of knowledge and the 
facilities for acquiring higher education now at the disposal 
of the business community sets a correspondingly higher 
standard of education for the professional accountant, and his 
special training should start from the point where the 
ordinary business education ends. Any change in the 
direction indicated would of course make it more difficult to 
qualify as an accountant, but that would only be in accordance 
with the position which accountancy is entitled and expected 
to occupy in the life of the community. It would give 
additional assurance that when he has paesed his examina- 
tions anid completed bis training the candidate will be fully 
qualified to practise as an accountant. I have in mind a 
course of training which will involve continuous study before 
and during articles rather than two frantic periods of 
unnaturally concentrated effort. After all, the years between 
18 and 23 or thereabouts are the years least cumbered with 
unavoidable engagements, when the mind is at its most 
retentive stage and when the discipline will be most profitable. 
I suggest that accountancy should demand from those who 
would join its ranks sustained and patient effort in a first 
professional course, in addition to the obligations of practical 
training and preparation for the purely professional 
examinations. 


That this question of the education of the profession is now 
to the fore is evidenced by an article in the Accountant of 
July 31st, 1926, on “‘ Accountants and University Training.” 
After dealing with the need for the highest standard of 
professional education and the advantage of a University 
training, the article points out that the degrees of Bachelor 
of Economics and Bachelor of Commerce can be obtained 
without whole time work and attendance at a university, and 
are therefore within the reach of all. The Accountant also 
suggests that an inducement to taking these degrees might 
be made by allowing the holders of such degrees a reduction 
of the period of articles from five to three years. It may 
be pointed out that the Society’s Regulations provide that 
candidates holding degrees from universities of Great Britain 
and Ireland may serve articles for three years only. Personally, 
I have long held the view that the taking of one of these 
degrees, or an equivalent, will be an essential part of the 
equipment of the accountant of the future, and to my mind 
the value of the training for these degrees is enhanced by the 
fact that it is not specifically professional, and therefore 
wider in range and scope. 


Another recommendation by Mr. Spicer is that an 
accountant should be able to speak fluently and to read at 
least one foreign language, and the value of the recommenda- 
tion was amply illustrated at Amsterdam. Modern languages 
are set in the Preliminary examination of the Society, but 
the knowledge required is elementary and no oral test is 
made. The importance of foreign languages as a part of 
Continental education is evidenced in the Dutch Preliminary 
examination to which I have referred, and was demonstrated 
at Amsterdam, where many of the non-British delegates, 
including nearly all the Dutch representatives, addressed the 
assembly in English. The President of the Congress, Mr. 
van Dien, had four languages at his command, and made 
a practice, after speaking in Dutch, of repeating his remarks 
in English, French and German. On this question the article 
on university training, to which I have already referred, 
says: “A working knowledge of at least one foreign language— 
apart from the cultural effect of such a study—is a real asset 
to an accountant even in the ordinary routine of practice, 
but it is a necessity to all who wish to broaden their outlook 
by reading at first hand the economic literature of a 
contemporary country.” I understand that in a Degree 


course at London University, comprising either chemistry, 
physics, medicine or economics, candidates must be able to 
read leading works in those subjects in foreign languages. 


Wwe Fretp ror Accountancy Stupents. 


I need add nothing further on that point, but you may 
well turn round to me and say: ‘‘ That’s all very well, but 
in the midst of a busy professional life, with its social claims 
and the obligation to keep in touch with the general life of 
the community, it is difficult enough to keep in touch with 
the literature of the profession in this country and with the 
legislation affecting our work, and to suggest a study of 
contemporary literature in other countries is to suggest an 
ideal impossible of attainment.’’ I agree entirely, and the 
weight of the argument is the greater because it applies with 
equal force to all other professions. It is, indeed, the 
inevitable outcome of the development and complication of 
modern civilisation. Life spreads itself before us as a banquet 
with a bewildering choice of dishes for each course, and 
whether in our work, our recreation or our interests we must 
discriminate and choose if our meal is to be a balanced affair 
which we can assimilate. I believe the acquirement of the 
will and the power to discriminate and choose to be not the 
least important part of education; it is absolutely necessary 
if life is to have a definite goal and that goal is to be 
attained, and it is because I believe that, generally speaking, 
the educated man is the better qualified to be a ‘ selective” 
man that I am urging a higher standard of education for 
our profession. While this would be worth while merely 
from the personal point of view of the professional man 
himeelf, I want to suggest that it is also very desirable for 
the profession in its relation to the community. Economic 
principles have affected the lives of every one since long 
before economics had been thought of, or had been developed 
into a science, but the recent history of industrial life in this 
country has made evident the necessity for the dissemination 
of knowledge of those principles. In a book recently published 
by Sir Josiah Stamp on“ The Christian Ethic as an Economic 
Factor,’’ which has been reviewed in the Journal and which 
I strongly recommend to you, the writer emphasises not 
only the extreme difficulty of applying the Christian ethic to 
modern life, but also the supreme necessity of a knowledge 
of the principles of economics before an attempt can be made 
to apply the Christian ethic with any hope of success. ‘If 
I had my way,” says Sir Josiah Stamp, ‘‘ before any one is 
allowed to go on a platform and win applause by expounding 
oar present discontents, attacking our system because by not 
following the Christian ethic we have no proper standard of 
life due to maldistribution of wealth, I would compel him, 
not only to spend three minutes with the super tax statistics, 
but also a week with a cold towel and the Census of Production 
reports.”” Although he was speaking primarily to ministers 
of religion, the words obviously apply equally to all who in 
any way influence public opinion. I believe that no profession 
in England has so great a responsibility in this respect as 
ours. Our special relationship to the business community 
places on us a special responsibility, and if we fail here we 
are not rendering to our country the service which it is in 
our power to render. You will say, and I shall agree, that 
economics is a vast science covering the whole range of 
human life and activity, and that it is impossible to expect 
a busy man to possess the knowledge which can only be 
acquired by life-long and concentrated study. While that 
is true, it emphasises the necessity for commencing with a 
sound knowledge of principles. The argument used in the 
case of economics would apply with equal force to the general 
principles of law and of commerce. At the onteet the 
knowledge would be purely theoretical, and could therefore 
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precede specialised training for the profession. If an articled 
clerk commenced his training with a knowledge of underlying 
principles such as I have indicated, he would be better fitted 
to profit by the practical training received during his articles, 
and he would become a safe guide to the application of those 
principles to existing conditions. 

I do not propose to deal with the question of the practical 
training of accountants. Obviously the value of the training 
under articles varies according to the capacity of the clerk, 
the scope afforded by the business in which he is employed, 
and the interest taken in his training by his principals. The 
rapid growth and development of the profession seems to 
prove that the apprenticeship system of education is sound, 
and the suggested development of that training will, I think, 
enable the profession to meet the growing demands made 
upon it. 

Any paper dealing with professional education would be 
incomplete unless it referred to the valuable work which has 
been done in the past and which is being done now in the 
cause of professional education by the District and Students’ 
Societies throughout the country. From personal experience 
I can speak of the value of such societies not only, and 
perhaps not chiefly, in the lectures on professional and 
technical subjects given, but also in the opportunites for self 
expression afforded. 

Mr. Spicer’s recommendations incladed provisions that 
membership of a student’s society and attendance at lectures 
should be obligatory for all articled clerks, and that local 
examinations should be held periodically, the passing of 
which would be a necessary preliminary to sitting for the 
principal examinations. 

Now while compulsory attendance at lectures would be 
feasible in large centres, the practical difficulties in widely 
scattered districts would be very great, and I think, too, it is 
possible to over-value the mere passing of examinations. 
Nevertheless, I am in general agreement with the spirit of the 
recommendations on this point. The efficient practitioner 
must be able to give expression to his thoughts and opinions 
in public in such a way as will commend himself to his 
hearers. The art of so doing comes natural to some, while to 
others it is more difficult, but in any case it is a product of 
the forum rather than the study, and students’ societies are 
the natural schools for learning and practising the art. The 
spirit of the recommendation is that clerks should not only 
attend lectures, but take part in them by asking questions, 
by, if you will, displaying their ignorance, and so by getting 
accustomed to the sound of their own voices and by the 
experience which comes of practice, acquire that facility of 
speech which, when based on knowledge and used with 
discretion, is so valuable a part of the equipment of an 
accountant. Whatever changes may come in regard to the 
educational standard required for admission to the accountancy 
profession in England, they willin no way lessen the necessity 
for, nor the importance from an educational point of view, 
of the District and Students’ Societies. 


THE Question or LEGISLATION FOR THE PROFESSION. 


I come now to the question of legislation for the profession, 
and may I say that in dealing with this topic it must be 
understood that I am expressing my personal views only 
and not as a member of the Council. Two papers were 
submitted to the Congress, one by Professor Montgomery of 
Columbia University, New York, and one by Dr. Goudeket of 
Amsterdam. It will be noted that no English accountant 
submitted a paper, but several of the leading accountants in 
England spoke on the subject in the discussion which 
followed the reading of the papers. The subject can be boiled 


down to the question whether or not the accountancy 
profession should be given a legal status. The lack of 
unanimity of opinion is illustrated by the fact that 
Dr. Montgomery was strongly opposed to the principle and 
Dr. Goudeket was equally strongly in favour of it. Sir 
William Plender, speaking from the British point of view, was 
against registration, while Mr. Muir, the representative of the 
Irish Chartered Accountants, favoured it. 


Now, instead of examining the arguments used on either 
side in detail, I want to deal with the matter in my own way 
and consider it as it affects the profession and as it affects the 
community. 


The purpose of registration would be to make the profession 
a closed one so as to enforce a standard of qualification and of 
conduct on all practising accountants: to prevent unqualified 
people from practising, and so to protect the public suffering 
at the hands of unskilled or unscrupulous practitioners. In 
his paper on education Mr. Spicer referred incidentally to this 
question when he submitted that when the Institute of 
Chartered Accountants obtained their Charter in 1880, which 
imposed central control, instead of relying on the prestige 
which that Charter conferred it should have taken immediate 
steps to obtain Parliamentary sanction to the closing of the 
profession, thus preventing any person who had not obtained 
the qualification of a Chartered Accountant from practising 
asa professional accountant. That was not done, and the 
subsequent history of accountancy in this country is familiar 
to you all. It will be obvious that what would have been 
comparatively easy in those early days has become 
increasingly difficult as time has passed, and as I understand 
the position registration is not a practical issue at the 
present time. 

In a recent lecture on the report of the Company Law 
Amendment Committee, the Chairman of the Committee 
referred to this subject. ‘It seems to me,”’ he said, ‘‘ that 
the organisation of the bodies of accountants throughout the 
country has reached that stage of development and efficiency 
that the legislature might almost say—as it does in the case 
of doctors and lawyers—that people, in order to hold these im- 
portant and responsible positions, must belong to a recognised 
body which has got educational and disciplinary powers and 
so forth. That is a matter on which I would very gladly have 
seen legislation imposed, but I fglt quite satisfied—and I think 
the other members of the Committee did——that if we had inserted 
such a recommendation there was not one chance in a hundred 
million of the Legislature accepting it, because if there is one 
thing the House of Commons is frightened of it is frightened 
of establishing anything in the nature of a vested interest. 
Therefore we did not recommend it, but that must not be 
taken as meaning that all of us at any rate did not hold views 
upon the subject.” But because the issue is not a practical 
one at the present time, that is not to say that it is a dead 
issue. It is interesting to note that a Bill for registering 
professional accountants is now before the Parliament of 
Southern Ireland, and I understand that the accountants of 
Northern Ireland are generally in favour of a similar measure 
for themselves. Only a week or so ago, at a conference in 
London of one of the smaller societies of accountants, the 
President dealt at length with the subject urging that steps 
should be taken without delay to pass an Accountancy Bill 
through Parliament. 

Now as regards the matters of qualification and conduct I 
submit that the position of Incorporated and Chartered 
Accountants would not be altered in any way by registration. 
The Councils of these two bodies have from the first demanded 
a high standard of efficiency and conduct from their members, 
and have maintained it by a firm use of their disciplinary 


CuHuw<q«dpongaewoere ae * & 2 @ oo © © at oon ee a ef 


Secodteec3oHpy» = © pp 


Soenereteceeactctr ecwtetwunwzarweetaoerwea 


——_ 
i 


Ee es akan a kastr aa ds 


S27 a7 om 


Ooroser, 1927.) 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 25 


powers. Asa result their distinctive names have come to be 
regarded as hal]! marks of reliability and integrity. 

Outside of the Society and Institute there are large numbers 
of practising accountants, some of them belonging to societies 
with varying professional standards and some of them 
belonging to no societies at all. Now in saying that I do not 
for a moment imply that there accountants may not possess 
high qualifications for their work, nor that they may not be 
actuated by the highest ideals of professional conduct. Such 
an attitude could not be maintained for a moment, but the 
fact remains that in many cases they have not had to submit 
to the same kind of searching tests of training and examination 
before practice and that they are not subject to rigid 
discipline for any infringement of the professional code. As 
&@ consequence, to give only one example, some of them 
solicit business in ways which are forbidden by the code for 
the profession. I need not give illustrations to prove that 
such a state of things is far from satisfactory. 

As I see it, the effect of registration would be to extend to all 
practising accountants the status and prestige which we enjoy 
and which have been built up slowly by our Societies during 
the past 40 to 50 years. While many undesirable features 
would be eliminated by registration, I think that the result of 
registering a large number of persons of varying qualifications 
could not fail to have a prejudicial effect on the profession for 
a period. You cannot water your capital without reducing the 
value of your shares. Professor Montgomery in his paper 
pointed out that the most precious possessions of a professional 
man are the personal confidence of his clients and the esteem 
of his fellow practitioners, and that neither of these would be 
affected by legislation. It may be taken for granted that any 
scheme of registration would leave the control of the profession 
in its own hands, and the terms Incorporated and Chartered 
Accountants would still be retained exclusively by those who 
have earned the right to them. Nevertheless, it is not incon- 
ceivable that registration might lead to interference with 
the liberty which at present we enjoy. From the point of 
view of members of the Society and Institute, therefore, I am 
of opinion that registration would be immediately detrimental, 
and the likelihood of its being eventually beneficial is 
problematical. 

Leaving the question of the interests of the profession, I 
want now to consider if legislation is desirable or necessary 
from the point of view of the community. Professor 
Montgomery argued that if demand be taken as a test, then 
legislation is not necessary, because in most countries 
the movement for registration has come from within the 
profession and not from without. I do not think, however, 
that that test is conclusive. It is not in dispute that there 
are many people practising as accountants who constitute a 
danger both to the investor and the taxpayer. I do not think 
such practitioners would represent more than a smal] 
proportion of the whole, and their operations would not, 
therefore, be likely to give rise to a popular demand for 
protection from their activities, but it would undoubtedly be 
better for the community if these undesirable practitioners 
could be eliminated. 

It is as well to recognise quite frankly that legislation 
has its limitations. It would not necessarily eliminate the 
undesirable: that term covers those deficient in character as 
well as in capacity, and character is more difficult to test by 
examination than capacity. It may be mentioned, without 
casting any reflection on a great profession that defaulting 
solicitors are not altogether unknown in spite of the fact that 
the legal is a closed profession. Nor would legislation protect 
the community from the results of failure to use ordinary 
common sense; you cannot hope to prevent by legislation the 
effects of stupidity, either unintentional or wilful. 


What registration would do would be to determine that 
after a definite date no person could set up in public practice 
as an accountant without first giving proof of capacity and 
binding himself or herself to conform to the recognised 
standards of professional conduct. The whole of the profes- 
sion would thus be brought under the rigid discipline by 
which those standards have in the past been imposed and 
enforced in the case of members of the principal societies. In 
this matter it is necessary to take long views and to look 
forward to the future. I have already indicated, in dealing 
with the subject from the point of view of the profession, that 
the immediate effect of registration would be to admit many 
whose qualifications have not been tested and would therefore 
tend to lower the status of the profession asa whole. The 
standards of the principal bodies are, however, so firmly 
established and recognised, and their membership covers so 
large a proportion of practising accountants, that the effect of 
the dilution would be only temporary and would soon pass. 
Thenceforward the term ‘‘ Accountant,’’ with perhaps a prefix 
“ Public ” or “ Registered” for those who are not entitled to 
call themselves Chartered or Incorporated Accountants, could 
only be used by qualified persons, and the name would have a 
definite meaning and value which it does not at present 
possess, and I maintain that this would be an advantage to 
taxpayers, investors, and the commercial! world generally, 
and also to the Inland Revenue Authorities. 


What is the alternative? While the principal bodies of 
accountants are growing in numbers and in prestige, there 
are also springing up societies of so-called accountants to 
which admission can be obtained on payment of a subscription 
without qualifying tests. Any raising of the standard for 
admission to our ranks might lead to still further societies 
being formed, and this would tend to weaken the profession 
as a whole and to add to the confusion in the minds of the 
public, who are not all qualified to distinguish between the 
sheep and the goats. In theory, therefore, it seems to me 
that registration is desirable from the point of view of the 
community. 


But there are difficulties in the way which might well prove 
insuperable. The difficulty of effecting legislation for a very 
small section of the community, even if for the benefit of the 
whole, is indicated by the remarks of the Chairman of the 
Company Law Amendment Committee which I have quoted, 
and I need not enlarge on it except to say that, without an 
agreed measure put forward by the profession as a whole, 
the prospect of legislation is out of the question. 


A further difficulty, which is quite as great, arises by 
reason of the multitudinous and varied duties undertaken 
by practising accountants. In the course of his practice an 
accountant fills many offices in addition to that of auditor. 
He acts as executor, liquidator, trustee, receiver, financial 
adviser, &c., and any of these offices may at the present 
time be held, and the duties carried out, by any private 
individual. Any attempt to limit all or any of these offices 
to practising accountants would not only involve amendment 
of numerous Acts of Parliament, but would certainly interfere 
with the liberty of individuals and companies to employ 
whom they please for confidential offices. It may be argued 
that registration would not involve any such attempt, and 
that it would be sufficient to take only such steps as would 
be necessary to ensure that people holding themselves out 
as practising accountants should possess qualifications for 
their work and should be subject to discipline for infringe- 
ment of recognised professional standards; but if unqualified 
persons could still act as auditors of companies and certify 
accounts ; if income tax agencies and large corporations could 
still undertake and advertise for work which comes within 
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the scope of an accountant’s duties, then the protection of the 
public, which is the main argument in favour of registration, 
would not be fully secured, and I fail to see where either the 
profession or the community would benefit by registration. 


I have attempted to summarise the arguments for and 
against registration, and while I am inclined to favour it in 
theory I think the difficulties of making it really effective are 
so great as to justify the opinion that registration is not a 
practical proposition. 

Lest this opinion should sound negative, let me add that 
the moral lies in the conclusion that accountants must look 
to their own efforts rather than to the legislature for the 
maintenance and consolidation of their position. That 
position has been obtained by the insistence of a high standard 
of professional conduct in the past, and it is for the present 
and future members of our Society to see that, so far as they 
are concerned, that high standard is maintained. 


Discussion. 


Mr. H. E. Davis, Incorporated Accountant: We have had 
a very interesting lecture to-night and one that is also, to 
some extent, I suppose, controversial. We ought to be very 
grateful to our Lecturer, a member of our Council (who spend 
so much time on these very important points), for giving us 
the benefit of his experience and his views. There were many 
points in the lecture which appealed to me. For instance, the 
question of the oral examination which, I understand, is part 
of the Dutch examination, was stressed by Mr. Holman many 
times. He also said that students should get up at the 
meetings of their societies and talk, that self-expression was 
necessary for accountants. These things, perhaps, I may be 
allowed to underline. It might be of practical benefit to the 
examinations of the Society to add an oral examination; most 
of the big professions, I believe, do so, and I believe that the 
combination of both oral and written examinations does give 
more chance to an examiner to find out the extent of a 
candidate’s knowledge. Neither the one nor the other 
by itself, perhaps, does so. I therefore think we might ask 
the Lecturer to-night, as one of the Council, to consider this 
matter for the future benefit of the profession. There are one 
or two points with regard to which I would like to ask 
questions. Economics is a very important subject, but is not 
the time to start teaching economies, not when one is thinking 
of being qualified, but when one is learning at school? The 
science of economics, one can say, is the foundation of 
everything we leara. It is our own everyday common sense 
in scientific form; it is that leaven from which the bread of 
experience is made. Then there is another point. I am 
going to be very bold—but generally, and in examinations 
particularly, do we not put too much stress on book-keeping 
as an end in itself? It is the important part at the beginning 
of training, but is it not a small part only of an accountant’s 
whole qualification? There is one thing in particular which to 
my mind is the accountant’s job, as distinct from that of the 
book-keeper, and that is organisation. Many candidates have 
no knowledge of organisation. Are not oral or written practical 
examinations in organisation even more important to-day than 
some of the other subjects that are dealt with? The subject 
would be of advantage to accountants generally. Those who 
read the daily newspapers probably realise that when an 
accountant does get a name for organisation he is overwhelmed 
with such work; therefore, might it not be usefully included 
in our curriculum? Thereis another suggestion which might 
be of benefit and also tend to raise the level of the profession. 
I know two people now who are still trying to get through the 
Final examination. They have both passed in every subject 
twice, and they are not yet qualified, but when a student has 
passed every subject at once and is qualified I suggest he will 
not necessarily know very much about any one of them—not, 
possibly, as much as the two failures. I think it is the Scottish 
Tostitute which makes the examination very much more 
thorough and allows students to take it piecemeal. It might 
even mean that it would take five years to qualify instead of 
one, it might mean some would not qualify at all, but a similar 
method adopted by the Societies would surely raise the general 
level of professional qualifications. 


Mr. W. Norman Buss, Incorporated Accountant: I have 
listened with much interest to the lecture to-night, but I 
must say I am rather disappointed. I am afraid I do not 
agree altogether with everything the Lecturer has said. 
I came here hoping he would strongly support registration 
for the profession. He said that in theory he agrees with 
it, but I myself do not see the practical difficulties which 
he appears to think are im ible to overcome. Take 
the profession of dentistry. About 1919 or 1920 there were 
two ies of dentists--the London Dental Surgeons and the 
Incorporated Society. The latter were very energetic, like 
accountants, and they brought about registration for the 
dental profession. I am well aware of the fact that in so doing 
they brought into the profession, possibly, certain practitioners 
who were not as capable as many who were already in the 
profession. But you have to make a start some time, and in 
my opinion if registration for our profession does not come 
shortly it never will come. There is no doubt that when it 
does come, for the time being there will be some practising 
accountants who will come in who would not otherwise be 
able to enter through the ordinary doors. But I certain] 
cannot agree that the effect would be felt for decades. 
have not noticed any particular outcry on the part of the 
public about dentists being particularly unqualified, as there 
was prior to 1920, and it is within my knowledge that 
there were large numbers of advertising or quack dentists who 
were in fact taken in when that Act was passed. As a matter 
of fact, an Act had been previously passed—-about 1892 or 
1893—when it was thought that you could not practise unless 
you were a member of the L.D.S., but it was afterwards found 
that the Act was apparently not drawn as it should be and 
the practice of dentistry was continued by other than members 
of the L.D.S. I think it is very important that accountants 
should be registered, my chief reason being to stop touting 
and advertising. I consider that at the present time the 
practising accountant is up against competition which is 
unfair. Xo one objects to fair competition, and the mere fact 
that a man advertises by no means implies that he is a quack. 
But it is not fair to those who belong to the recognised bodies, 
and I consider that it lowers the status of the profession. So 
long as you have advertising and touting by various methods, 
the public will not really understand the difference between 
Chartered, Incorporated, or any other accountants. I have 
seen circulars which have been put into clients’ hands, and 

on to me, of limited companies practising as accountants 
and auditors. When you get that sort of thing I think it is 
about time something was done to try and tighten up the 
profession, so that discipline should be brought to bear on all 
those who are practising as accountants. Of course these 
matters are controversial, as the last speaker has said, but it 
seems to me more important to obtain registration first of 
all, before the suggestions which Mr. Evan Spicer made at 
Amsterdam with regard to extra education. It seems to me 
that that would be all wasted so long as you have accountants 
practising and using methods which are not considered proper 
by this Society or by the Institute. I realise that there are 
many difficulties, but my idea is to get over them as soon as 
possible; the longer it is put off the worse, in my opinion, it 
will be, if it ever comes at all. 


Mr. H. Ross, Incorporated Accountant: The Lecturer made 
reference to the question of the education of students at local 
centres. I think that might answer very well in the case of 
medical students who cannot get a complete training without 
going to a hospital, which becomes an educational centre 
but with regard to accountants I think we all take it as 
a eral fact that a complete practical training can be 

at the practice of one’s principal, provided, of course, 
that the principal is prepared to give that traini There 
is only one reservation in this connection, which is that 
certain practitioners do not practise in every branch of 
accountancy. Generally speaking, however, it may be taken 
that the student will get his fall practical experience. But 
on the question of local centres I think there is a good 
alternative. The Council might institute some approved 
courses to be held at local centres, at which the accountant 
students must attend, with the provision in the case of 
students in rural areas that these would have to pass some 
approved correspondence course, which would be specially 
drawn up with a view to ascertaining their practical 
knowledge. There should be a panel of tutors. The whole 
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trouble with the examination as it stands to-day is that it is a 
cramming test and nothing else. Your present colleges, or 
whatever they cal] themselves, get out a plan of routine which 
is intended to cram the students, the idea being to cram into 
you the main points upon which you will probably be 
questioned: and if you get six points out of ten right, as 
they rather anticipate, then you pass and you are supposed to 
have had a good training. Of course, two or three of these 
“schools” are very excellent institutions, but some supervision 
is essential. Reverting to the question of these approved 
courses, I think the certificate of the tutor is really the most 
reliable thing. It might be supplemented by an examination, 
but no one is more qualified to give an opinion as to the 
actual knowledge of a student than the tutor. I now turn to 
" the question of registration. The body which appears to me 
to be most antagonistic to registration is thinking of the 
status of its members in conjunction with the special title 
which it grants. Registration would have the effect of 
eliminating future undesirable practitioners. I know of a 
case where a man recently set up in practice with a title 
rather similar to our own, and the client came to us and said 
‘*He has the same qualifications as you have.”’ I think the 
keenest advocates of registration are the younger members of 
the profession, and I venture to think that if the Councils 
were to take a ballot of their respective members they might 
be surprised at the result. 


Mr. Hountixy: I am inclined to agree with the previous 
speaker, that registcation is highly important at the present 
time. I have seen a letier from a private limited company 
asking for audits. In the case of a professional accountant, if 
he acts contrary to the Society’s rules, or in an unprofessional 
manner, he renders himself liable to certain penalties; but 
if these private limited companies act in « similar manner 
who is going to be held responsible? The company itself, or 
an individual member ? 


Mr. J. Rosixsox, Incorporated Accountant: This is reall 
& matter upon which I am afraid I very nearly disagree wi 
everyone. (Laughter.) When the Institute of Chartered 
Accountants was first formed, they practically admitted 
everyone who was practising as an accountant—even people 
who were trading as estate agents. I have in my mind a firm 
who employed me for a number of years, who were estate 
agents, and one of the partners was so conscientious that, 
although he was qualified to become a Chartered Accountant, 
he actually refused to become one as he considered it Would 
have been an imposition on the public. Respecting registration, 
immediately you get that, you get another department of 
the Board of Trade. With regard to an oral part of the 
examinations, I believe that an oral examination would be 
a good thing. 

Mr. W. D. Menztes: I think there are many more students 
who would like to say a word or two on this subject, and it seems 
to me that it would be desirable to postpone our meeting and 
have at least four hours discussion on another evening. But 
there is one point I do want to make, and that is, what are we 
going to do as a Students’ Society to help increase the value 
of our meetings? It seems to me we must get brisker 
discussions on the part of the students. A year ago I took 
out from our transactions a few statistics, and I fuund that, 
out of 700 members of our Society, we get an attendance of 
about 70, of whom, in all, 20 students speak in the course 
of a year, and 20 practitioners. I think that if only there 
were more pressure on the part of the students themselves, 
we should get very much more done. If students would 
continually take part in these discussions until it seemed that 
they would go on for three or four hours without a break, we 
should have to make some other arrangement for them to get 
together and practise speaking, and develop their powers of 


_ Self-expression. 


Mr. Bricut: The Lecturer mentioned that the Continental 
tendency was towards epecialisation. Does he think that is 
desirable in this country 


Mr. A. G. Inons: One or two of the speakers have referred 
to the question of education as regards economics. It is 
always a difficult question as to when we should commence 
to study economics. I think, myself, that if we get a know- 
ledge of book-keeping and general commerce, and then go 
on to the law, is the sequence more or less of the 


accountancy profession, it would be desirable then to 
to economics. We ought not to take the wider problem of 
economics first, as has been advocated by some speakers. 
With regard to registration, the Lecturer said it does seem as 
if registration is very desirable, but the difficulties are very 
many indeed. One speaker has brought up a comparison 
with dentists. Of course, the dentists’ profession is rather 
a different one from our own, and I think the House of 
Commons would be inclined to consider that the public were 
more entitled to protection from quack dentists than from 
quack accountants. The question of the registration of 
auctioneers bas also been brought forward, but there has been 
no legislation with regard to it. The experience, too, of the 
Bill in Ireland does not encourage one to hope for registration 
of the accountancy profession in England. At the same time 
we have to remember that, however badly the public may be 
served by quack accountants, and whatever difficulty there 
may be on the part of the public in detecting those who are 
qualified men, there are different qualifications that have 
been recognised. The Society of Incorporated Accountants 
and the Institute have been built up in such a way that the 
public do recognise what those men have done, what their 
ualifications are, and what their public work has been. 
Therefore, however desirable registration might be, the public 
have been very well protected in the past, and, if it is not 
practicable they can Soll protected in the future. 


Mr. Appison : In regard to education. a great point has been 
made this evening of the fact that, in the case of the Dutch, 
students have to learn four languages. May it not be that if 
this plan were adopted here students would get a smattering 
of many subjects and be masters of none? One of our 
members rather humorously said that, as he had the 
Final himself, he believed in making it stiffer. (Laughter.) 
I believe myself that this has been the trouble in regard to 
registration. 


Mr. Ranvatu: I am inclined to agree with the Lecturer 
that it would not be to the benefit of the profession if it 
were made a closed profession by registration. My idea is that 
accountants should have to pass a certain standard, and 
that they should be called professional accountants. The Bill 
could be worded in such a way that the Board of Trade would 
have power to bring in any other society having qualifications 
equal to those of the Chartered and Incorporated Society. 
You will have noticed that the Stock Exchange inserts 4 
notice in the financial page of the papers stating exactly 
who are members of that body. I should propose that at 
least once a month the Board of Trade should put a notice 
in the papers stating the exact qualifications of professional 
accountants. Then, in course of time, the public would get 
to know who are professional accountants, and that would 
be a great help. 

The Carman: I do not pro to take up much time 
because we have already had a very full discussion, but I 
would like to say that I am very grateful to Mr. Holman 
for his extremely able paper. It meets the views of people 
from different angles, and at the same time I am very glad 
that it has aroused so much controversy. I had no idea that 
he and I were coming into the lion’s den as junior members 
of the Council. We have only been there for a year, and we 
are rather in the position of listeners. We shall certainly 
convey your views to the Council as opportunity offers, but 
ou must not forget that if you want to practise later on, 
owever well qualified you may be by education, unless the 

blic demands your services everything else is useless. 
he only way to create a public demand is by personality 
and being able to present your thoughts in a logical manner 
and to state very clearly and concisely = views upon — 
different subjects. Then, when you have studied your subjects 
and you have an opportunity of practising, I do not think 
it will matter a great deal whether rs are registered or not. 
Registration is all very well, but I think you will find that 
the great majority of people who really desire registration are 
those who think they ma ay obtain some material 
benefit from it. If that is the sole object in view, then I do 
not think registration is good for anybody, because it will 
be simply protecting a few practitioners at the expense of 
the many. At the present time the public really knows 
what it wants. If it requires a well qualified accountant 
it will go to an Incorporated or a Chartered Accountant. 
I will now ask Mr. Holman briefly to reply. 
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Mr. Houman : I have a fairly useful list of questions biere, | 
_ and I will try to deal with them all as briefly as I can. 
Mr. Davis raised questions of introducing oral examinations | 
and dividing the examinations. Personally, 1 am in favour | 
of both these developments. I heard a very strong opinion — 
expressed in the North of England on the necessity which the | 
examinations imposed for cramming, and it was maintained | 
that cramming is not the best form of education. I would | 
like to say in this connection that examinations are not 
the only training of an accountant. The examinations are— 
supplementary to the practical training which the clerk is | 
getting during the term of his articles; therefore, while the 
cramming may be bad in some respects, and I think it is, | 
yet that does not constitute the whole of his training. | 
I should personally favour the introduction of oral tests, | 
and also the division of the subjects, but such changes would 
impose a very much greater strain on the organisation holding 
the examination, and, personally, so far as the Society is 
concerned, I can see no immediate hope of the organisation 
standing that extra strain. Probably that will be a development 
in the future, and I think it is a desirable development in both 
respects; but one must look at these things from a practical 
point of view, and I do not think they will be possible for 
sometime. Mr. Davis seemed to regard book-keeping as not a 
very important subject. I disagree very strongly with him. 
After all, book-keeping is the basis of accountancy, and the 
whole point of Mr. Spicer’s recommendation was that the 
principles of book-keeping and of these other subjects should 
be there before the practical training starts, so that an 
articled clerk would be able to link up points he sees in 
practice with principles already learned. If a clerk goes 
on checking postings, checking casts, doing the routine 
work of accountancy without that theoretical knowledge 
which will give him some indication of the direction in which 
that work is going, he will be in danger of losing interest in 
his work. The whole purpose of the recommendations is 
that, with a basic theoretical knowledge, the practical training 
will be of greater value. As to the subject of business 
organisation, I quite agree that it is one upon which we in 
England have not concentrated to anything like the extent 
they have in America. It is a subject which should receive 
more attention, and probably it will do so, as the tendency 
in modern commerce is for organisations to become lar,er 
and larger. It will be necessary for the training to grow 
correspondingly, and students may anticipate an extension 
of the curriculum in that direction. I was glad to hear 
the President’s remarks on the subject of registration. 
I do not at all object to his disagreeing with me. The question 
is very controversial, and I foresaw that there would be 
strong feeling with regard to it. In regard to dentistry, 
it is very difficult of course to compare the two professions. 
The greatest difficulty to my mind is the vast number of 
offices and occupations and functions which an accountant 
fulfils in the course of his professional career. With dentists 
the question is a simple one, because of the limitation of their 
' functions. The President of the Parent Society (Mr. Keens), 
- speaking recently on the subject, did not hesitate to express 
the opinion that any Registration Bill would involve the 
admission of thousands of people, and I think that phase of 
the subject has not been emphasised to-night. I purposely 
omitted to dwell on it, but Iam in order, I think, in quoting 
the President when he said that registration would involve 
the admission of thousands—all sorts of people fulfilling all 
sorts of functions—and the extent of that was a reason, 
in his opinion, why the profession would be affected for a 
very long space of time. We all deprecate advertising and 
touting, but how it can be dealt with apart from registration 


were so. 


Iam not prepared to say. I have dealt with Mr. Rose’s 


suggestion about cramming. He thinks that, even better 
/ than examinations, would be a certificate by the tutors who 
were responsible for training the students; but not only 
‘would that be throwing too great a responsibility on the 
tutors, but I think they would be tempted to quote an 
inclusive fee. (Laughter.) 


Mr. Rose: I said supplemental to examination courses, and 
stressed approved courses. 


Mr. Houtman: I said in my paper that registration would 
in any case mean the retaining of the distinctive names _ 
of Chartered and Incorporated Accountants. I do not think 
that any scheme would be entertained for a moment by 
the profession, let alone by Parliament itself, unless that 
In regard to the question of a ballot, probably 
some such step would be desirable if there were any 
prospect of a Bill being put through. From my experience of 
the Provinces I think any ballot of the individual members 
would result in an overwhelming majority in favour of 
registration, but no purpose would be served by such a 
ballot until there is some prospect of common action within 
the profession. Mr. Huntley raised the question of a limited 
company carrying on auditing duties, and asked as to its 
liability. Of course, the whole thing is wrong in principle. 
An accountant is a professional man who is using his own 
skill, and that should not devolve on an impersonal entity 
like a company. That view of it has been supported by the 
recent Scottish case, where a corporation was prohibited from 
taking powers to act as auditors. Mr. Robinson mentioned 
the case of Chartered Accountants acting as estate agents. 
A fortnight ago I was walking through one of the main 
streets in a Northern town and I saw a notice ‘‘ Chartered 
Accountants and Estate Agents.” I raised the question with 
our members there, as to why this was allowed, and it appeared 
that this was a very old and well-established firm who, before 
the Charter was granted to the Institute, were carrying on a 
joint business, and they have since been allowed to continue. 
I think the principle is a bad one. Mr. Robinson anticipates 
considerable difficulty by reason of Government interference. 
I think no scheme would leave the profession entirely in the 
hands of the profession itself, but I doubt very much whether 
the interference of Government would be of such a striking 
nature as Mr. Robinson seems to think. Mr. Menzies asked 
whether some steps could not be taken to encourage members 
to take part in the debates. I think in London our meetings 
are larger than they are amongst District Societies, and the 
larger the meeting is the more difficult it is to get on one’s 
feet and speak. Personally, I never feel disappointed if 
attendance is small, because my own experience is that the 
fewer there are at a meeting the better is the discussion. 
I do not think I suggested that Continental training for 
accountancy goes in necessarily for specialisation. Generally 
speaking, the training is as wide and as general as ours is, 
and the final stage is a valuable test of originality. Someone 
asked when the study of economics should commence. 
The school curriculum at present is so crowded that I can 
hardly agree it should start as soon as lessons start, but I 
do think that in the public schools, after the matriculation 
standard has been reached, the study of economics might be 
commenced. The last year or two is given more to specialised 
study, and economics would naturally find its place in that. 
With regard to four languages, you have to remember that 
in Holland, geographically situated as it is, a knowledge of 
the languages of the surrounding countries is a vital necessity. 
We have not been so compelled, and consequently we have 
allowed our laziness to have its full sway, and we have not 
learned languages. It is to our disadvantage, but there it is. 
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In conclusion may I just mention one matter which Mr. Keens 
referred to. You might have an agreed Bill put into 
Parliament, but how that Bill would come out of Committee 
Heaven only knows. The difficulties of our Parliamentary 
system, and the handling that Bills get in Committee, are such 
that while you might put before Parliaméfit a very desirable 
Bill to which all accountants would subscribe, what that Bill 
would be like when it came out of Committee is a very 
differept matter. It might come out as a Bill which would be 
disastrous not only for the profession but for the public as well. 
Such is our Parliamentary machine. The Chairman summed 
up admirably the conclusion with which I want to close. 
After all, accountants must look to their own efforts and not 
to Parliament for the status which they wish to obtain; and 
that can be obtained by personality and by a rigid adherence 
to the principles on which the Society and the Institute have 
been built up. By these, I think, the profession can best be 
promoted and find its highest fulfilment in our industrial life. 


On the motion of Mr. Pripie, seeonded by Mr. Green, the 
Lecturer was thanked for his paper, and a cordial vote of 
thanks was passed to the Chairman. . 


Changes and Removals. 


Messrs. C. L. Andersson, Gibson & Co., Incorporated 
Accountants, Cape Town, have opened an office at Caledon, 
South Africa. 


Mr. I. Bartfield, Incorporated Accountant, has commenced 
to practise at 62, Albion Street, Leeds. 


Mr. W. G. Caldwell, Incorporated Accountant, has opened 
an additional office at 25, Cairo Street, Warrington. 


Messrs. E. Cassleton Elliott & Co., London, have opened 
branches at Lagos and Jos, Nigeria. 


Mr. W. H. Higginbotham, Incorporated Accountant, 
Liverpool, and Mr. Eric Wearing, Incorporated Accountant, 
announce that their practices have been amalgamated and 
that they will practise under the style of Higginbotham and 
Wearing, Incorporated Accountants, at 14, St. Peter’s Square, 
Manchester ; also at 1462, Ashton Old Road, Higher Openshaw, 
and 26, Elm Road, Cheadle Heath, Stockport. 


Mr. M. McGilligan, Incorporated Accountant, has removed 
to 133, Albert Road, Middlesbrough. 


Messrs. John McLellan & Sons, Incorporated Accountants, 
announce that they have removed their offices to Finsbury 
Pavement House, 120, Moorgate, London, E.C.2. 


Messrs. Meredith, Turner & Co. have removed their offices 
to North British and Mercantile Buildings, 126, Colmore Row, 
Birmingham. 


Messrs. T. Harold Platts & Co., Incorporated Accountants, 
announce that they have incorporated the practice of Messrs. 
Forrest, Son & Platts lately carried on by Mr. Ernest W. 
Forrest, A.C.A., and Mr. T. H. Platts, F.S.A.A. The joint 

rauctice will in future be carried on at 126, Colmore Row, 
irmingham. 

Mr. Gilbert Robertson, A.C.A., practising as Robertson 
and Co., at Empire House, St. Martin’s-le-Grand, London, 
E.C.1, and Mr. C. A. Holliday, Incorporated Accountant, have 
entered into partnership at the above address under the style 
of Holliday, Robertson & Co. 


Messrs. Vincent & Goodrich, of Queen Street, Cheapside, 
have opened additional offices at 14, Clarges Street, Piccadilly, 
London, W.1. 


| left Southampton. 


Scottish Astes. 


(FROM OUR CORRESPONDENT.) 


The late Mr. William Blair, F.S.A.A., Greenock. 

We regret to have to record the death of Mr. William Blair, 
Incorporated Accountant, Greenock, which took place at 
Aberdeen on 17th ult, as the result of an accident. Mr. Blair 
wus on holiday at Aberdeen and, on stepping off the footpath, 
was knocked down by a passing cyclist and sustained injuries 
from which he died some days later. Mr. Blair was well 
known in Greenock and surrounding district, where he carried 
on a “e practice as an accountant and property agent. He 
joined tbe Scottish Institute of Accountants between 30 and 
40 years ago, and since that Institute became the Scottish 
Branch of the Society in 1899 he has taken a deep and 
helpful interest in the work of the Society in the district. 
Mr. Blair, who was about 75 years of age, is survived by two 
sons and a daughter. 


Reduction of Capital. 

The fluctuations in the provision trade were shown in the 
case of a bacon company in the South of Scotland, which 
applied to the Court for confirmation of a resolution to reduce 
its capital. The company was incorporated in July, 1924, 
with a capital of £20,000. In April, 1925, it was found 
necessary to increase the capital to £30,000. During recent 
years the company sustained severe losses owing, inter alia, to 
the depressed condition of trade and foreign competition. A 
resolution was passed and confirmed by which it was agreed 
that the capital be reduced by cancelling 17s. 6d. per share 
of the £21,050 ordinary shares issued. 


A Question of Domicile—English v. Scots Law. 

An interesting question as to the effect of a holograph 
writing in a matter of domicile was decided by Lord Fleming 
recently. The dispute related to a rartenate | will, and the 
action was at the instance of the executors of a lady and was 
for declaration that a letter written by the testatrix was written 
and signed by her, and for an order for the defenders to give 
effect to it. In the course of his opinion, Lord Fleming said 
the first question to be decided was as to the domicile of the 
testatrix at the date (1) of the making of the holograph writing 
founded on by the pursuers, and (2) of her death. It was 
admitted by counsel for the defenders that a married woman 
had the same domicile as her husband, and, accordingly, it 
was necessary to determine the domicile of the husband 
(Mr. Bruce) at these dates. Mr. Bruce was born in Scotland 
of Scottish parents, and consequently his domicile was 
Scottish. The domicile of origin of the testatrix was also 
Scottish. For the more convenient exercise of his calling 
Mr. Bruce removed to Southampton, where his wife had 
arranged to take over from her sister a temperance hotel. 
For a good many years, Mr. and Mrs. Bruce had no 
connection with Scotland, with the exception that Mrs. Bruce 
had sums deposited with the Aberdeen Savings Bank, but did 
not operate on the accounts and merely allowed the interest 
to accumulate. For health reasons Mrs. Bruce was advised to 
leave Southampton, and, along with her husband, returned to 
Aberdeen, where she resided in a small property bequeathed 
her by her father. Mr. Bruce had acquired an English 
domicile of choice, and there was no reason to suppose that 
he would have returned to Scotland but for Mrs. Bruce’s health. 
But for this reason it did not appear that they would have 
His Lordship accordingly held that the 
testatrix was domiciled in England at the date of the holograph 
writing, but that she was domiciled in Scotland at the date 
of her death. The next question to be decided was whether 
the holograph writing was validly executed. It did not comply 
with the formalities required by the law of England, where 
it was executed and where the executrix was domiciled at 
its date. Being a holograph writing, it was, however, validly 
executed according to the law of Scotland. It seemed clear 
that the writing was invalid at the date of its execution, but 
the question to be decided was whether it had been validated 
by the subsequent change of domicile of the testatrix. There 
was little authority on the question. His Lordship held that 
the writing founded on by the pursuers was a valid testamentary 
writing of Mrs. Bruce. 
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Potes on Legal Cases. 


[The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may -be found. The w Reports and other reports are 
cited with the year and the Division, ¢.g. (1925) 2 K.B.:— 

T.L.R., Times Law Reports; The Times, The Times News- 
paper: L.J.,LawJournal; L.J.N., LawJournal New: : 
-I., Law Times; L.T.N., Law Times Newspaper; 8.J., 
Solicitors’ Journal; W.N., Weekly Notes; S.C., Sessions 
* Cases (Seotland); 8.L.T., Scottish Law Times; 1.L.T., Irish 
Law Times; J.P., Justice of the Peace (England) ; L.G.R., 
Knight's Local Government Reports; B.& C.R., Bankruptcy 
and Company Cases. 
The other abbreviations used in modern are H.L., House 
of Lords; A.C., Appeal Court (Houseof Lordsand Privy Council); 
C.A., Court of Appeal; Ch., Chancery Division; K.B., King’s 
Bench Division; .P., Probate,.Divorce and i Division ; 
C.8., Court of Session (Scotland) ; J., Mr. Justice (King’s Bench 
or Chancery); L.J., Lord Justice; L.C., Chancellor; 
M.R., Master of the Rolls; N.I., Northern Ireland; P., President 
of Probate, Divorce and Admiralty.) _ 


INSOLVENCY. ° 


‘Farey v. Cooper. 
Assignment to Trustee for Benefit of Creditors. . 

By a deed of assignment, the debtors, who had been 
carrying on a bakery business in partnership, assigned the 
business and goodwill thereof to the plaintiff as trustee. 
The debtors covenanted, inter alia, that they would ‘‘ do all 
such acts and things in relation to the debtors’ property and 
the distribution of the proceeds thereof among the creditors as 
may be.reasonably required by the trustee, and will aid to the 
utmost of their power the isation of the debtors’ property 
and the distribution of the s thereof among the 
ereditors.” ‘An action was brought by the trustee under the 
deed of assignment claiming an injunction to restrain the 
debtors from soliciting the customers of the business ‘for 
orders for and on ‘behalf of themselves and the defendant 


ws” 


‘Cooper, who carried on business as a baker, and to restrain |. 


the defendant from instigating the debtors so to do. 
It was ‘held that the action would not lie against ‘the 
defendant Cooper as the acts which it was alleged that he 
instigated were not wrongful. As the debtors themselves 
. ‘were justified in law in soliciting the customers of the business, 
‘and were not precluded from so doing by their covenant, the 
samc ee could not be restrained from instigating 
‘them so to do. 


~ (C.A.; (1927) 43 T.L.R., 803.) 


REVENUE. 
‘Roturbo Development Syndicate v. Inland 
Revenue Commissioners. 
: ‘Excess Profits Duty. 
“The proceeds of the sale of patents a.° not.taxable as profits. 
(C.A.; (1927) L.J.N.,.147.) . 


Constantinesco v. The King. 
‘Government user of Patented Invention. 

‘The House of Lords affirmed the decision of the Court of 
Appeal (see Incorporated Accountants’ Journal, September, 
1926, p. 456) and held that income tax wus payable on sums 
awarded by the Royal.Commission on Awards to Inventors, 
it appearing that the sums in question were in fact the 
aggregate of royalties for Government user of a patented 
‘invention and not a capitalised sum in lieu of royalties. 

(B.L. ; (1927). 43 T.L.B., 727.) 


‘In re Cassel; Public Trustee v. Mountbatten. 
Method of Assessing Estate Duty. 

‘By his will the testator left Brook House, of which he had a 
‘lease expiring in 1995, to Mrs. C for life, and on her death to 
‘Lady L forlife. “Mrs. C died'in 1925. ‘The testator directed 
‘that'the rent, rates and taxes, outgoings, and cost of repairs 
-of Brook House should always be paid by his trustees out of 


Rees 


whom the estate duty payable at Mrs. ‘C's death on account 
of the annual benefit, agreed at £5,000 a year, conferred on 
the person for the.time being entitled to Brook House was to 
be paid, and secondly how it was to be assessed. 

It was held that on the death of Mrs. C the property which 
passed was the right to the benefit of the annual sum of 
£5,000; that the duty on the must ‘be borne 
by the person to whom the property passed, but on equitable 
terms; that in the first instance the estate duty should be 
“srumy hamper pen and the residue be recouped by a policy 

ing taken out on the life of Lady L for such an améunt as 
would at her death produce a sum equal to the duty and be 

in the trustees; and that the interest on estate 
duty and the policy premiums should be retained and paid by 
‘the trustees in-each year out of the £5,000. 
(Ch. ; (1927) 43 T.L.R., 748.) 


-Baker v. Archer Shee. 


Foreign Securities. 
' The House of Lords allowed an from the Court :of 


ma (see Incorporated Accountants’ Journal, July, 1926, 


See wadenn,0 constituted under American law, 
received the income of certain trust property, and after paying 
the taxes imposed by American law the balance was paid into 
the wife’s account. By Schedule D of the Income Tax Act, 
1918, residents in the United Kingdom are taxable under 
that Schedule on al! rty, wherever situate, except that 
by Rale 2 of Case V of that Schedule, tax on income from 
foreign possessions other than stocks, shares, or rents, is to 
be computed only on so much as is actually received in 
this many 

It was held that as the estate had been fully administered 
the right of the respondent’s wife, if American law was the 
same as English law, wx .not merely a right to the balance 
sum left after deducting the commission and American 
income tax, but she was entitled in equity to the dividends, 
and the right was not a foreign possession, other than stocks, 
shares, or rents, within Rule 2 of Case V, and the case must 
be referred back to the Special Commissioners to state (a) the 
particulars of the ‘‘ foreign government securities, foreign 
stocks and shares, and other foreign property ’’ sufficiently to 
show first, which of them were, in their opinion, ‘‘ securities” 
within Case IV, Rule 1, and secondly, which of them were, in 
their opinion, ‘‘ stocks, shares or rents”’ under Case V, 
Rule 1, and thirdly, which were, in their opinion, “ possessions 
ont of the United Kingdom other than stocks, shares, or 
rents’ under Case V, Rule 2; and (b) which of those they 
had assessed on the income of the year of assessment and 
which on the ay of the three preceding years; and 
(c) that the sums paid into the New York bank had not been 
in whole or in part remitted to the United Kingdom. 


(H.L.; (1927) 43°T.L.R., 758.) 


Inland Revenue v. Pakenham; inland Revenue v. 
Countess of Longford. 
Infant's liahility to Super Taz. 

Where trustees of a settlement set apart certain sums 
annually for the maintenance of an infant beneficiary and 
allow the balance of the income to accumulate, the income 
that is being accumulated is ‘‘ receivable” by the infant 
within the meaning of sect. 5 (8)(c) of the Income Tax Act, 
1918, and he.is liable to be assessed to super tax in respect of 
it. But representative assessments to super tax cannot be 
made upon the trustees or the guardian of the infant 
beneficiary, either in respect of the actual total income of the 
infant, or in respect of a total income limited, as regards the 
particular trustee or guardian, to that income with which the 
trust or guardianship is concerned. 


So held by the Court on the first point, and by the Court on 
the second point as regards the ian, and by the Master 
of the Rolls and ‘Scrutton (L.J.) as regards the trustees 


(affirming the decision of Rowlatt (J.), see J 
Accountants’ Journal, March, p. 212). Bus held ca itenens 
(L.J.) that the words of sect. 72 (6) of the Finance (1909-10) 
Act, 1910, or the equivalent words in sect. 7 (6) of the Income 
Tax Act, 1918, are wide enough to enable such assessments to 
be made upon trustees. 


the income of his residuary estate. The summons asked by 


* (C.A.; (1927) 48 T.L.R., 835.) 
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